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THE COMPREHENSIVE IRANIAN 
SANCTIONS ACT OF 1995— S. 277 



THURSDAY, MARCH 16, 1996 

U.S. Senate, 
Committee on Banking, Housing, and Ueban Affairs, 

Washington, DC. 
The Committee met at 9:36 a.m., in room SD-538 of the Dirksen 
Senate Office Building, Senator Alfonse M. D'Amato (Chairman of 
the Committee) presiding. 

OPENING STATEMENT OF CHAIRMAN D'AMATO 

The Chairman. The hearing will come to order. 

Today, this hearing is called to explore the Administration's pol- 
icy and furthermore, to understand the Administration's poliigf re- 
geirding the Iran-Conoco deal, as well as my bill, S. 277, the Com- 
prehensive Iranian Sanctions Act. 

In regard to Conoco, on Tuesday the White House iinnounced 
that the President will sign an Executive Order that will prohibit 
such business arrangements as this. I applaud the President for 
this action. In response, Conoco has agreed not to proceed and I am 
pleased with their decision. 

I am very interested in Conoco's assertion that throughout the 
negotiations, which took place over an extended period of time, 
going back to 1991, that they kept in touch with United States ofti- 
cials in Dubai, in Kuwait, in London, and even in Wfishington. 

I'd like to know what our Government said to Conoco in response 
to their updates throughout the negotiations and did we acquiesce? 
Did we lead them to believe that we saw no problem in this? 

If we're to understand United States policy on Iran, a policy 
which I must tell you, leaves me confused, and if we're coi^used 
in the Congress £uid in the Administration, how is the business 
community to know what our policy is? 

I feel that the President has made a good first step in banning 
treuisactions like the Conoco deal. I must say that the Executive 
Order does not go far enough. Now what do I mean by that? 

Right now, the embargo against Iran is a myth. It has no real 
teeth. It has no reed functions. It is nothing more than propagemda. 

Now if we don't make a total and real embargo, then we're kid- 
ding ourselves. 

The legislation which is proposed will do that. It will put teeth 
in a real embargo. It will not permit United States companies to 
buy Iranian oil and resell it overseas, and that's exactly what 
they're doing. 

{!) 
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All trade with Iran must be stopped so that we don't provide the 
Iranian government with hard currency to prop up their terrorist 
regime. They are a terrorist regime. 

The fact of the matter is that we cannot ask our allies to join 
with us in good conscience if we are not abiding by that which we 
put forth. We can't say with one hand, join us in an embargo, and 
on the other hand permit your companies to bre£ik that embargo 



by permitting huge circumvention. 
I d like to inc 



3 include in the record a letter from the Anti-Defamation 
League to the Committee regarding this legislation. I am not going 
to read it, but it is strongly supportive of the legislation whicn we 
have introduced, and 111 ask that it be included in the record as 
if read in its entirety. 

Before we turn to Mr. Tamoff, the Assistant Secretary of State, 
111 call upon Senator Faircloth. 

Senator Faircloth. 

OPENING STATEMENT OF SENATOR FAIRCLOTH 

Senator Faircloth. Thank you, Chairman D'Amato. And I ap- 
predate you calling the hearing. 

I notice that you're using a Long Island pronunciation of Conoco. 

[Laughter.] 

The Chairman. Slight difference. 

[Laughter.] 

Senator Faircloth. But just briefly, what I want to say Ib to 
support jrour efforts. 

Iran is a country that's controlled by terrorists, and it has been 
since 1979. They had no love — in fact, they have hate for the Unit- 
ed States and everybody is aware of it. And I don't think any Unit- 
ed States company should be doing a bit of businesa in Iran, first- 
hand or second-hand. 

It bothers me some that it would appear that other American oil 
companies are buying directly or indirectly, some over half a mil- 
lion barrels of oil a day. This would be Exxon, Texaco, Mobil, and 
a number of companies are buying it indirectly. And I think that's 
something that we should be looking at, also. But, again, I applaud 
what you re doing and I think we should pursue even further to 
make sure that no money from sales of anything is going to profit 
the Iranian government. 

I thank you. 

The Chairman. Thank you, Senator. 

Secretary Tamoff, we thank you for your participation. 

STAIllMENT OF PETER TABNOFF, UNDER SECRETARY OF 
STATE FOR POLITICAL AFFAIRS, UA DEPARTMENT OF 
STATE, WASHINGTON, DC 

Mr. Tarnoff. Thank you, Mr. Chainnan. 

Mr. Chairman, Senator Faircloth, thank you for your welcome. I 
am pleased to pEirticlpate in this hearing to examine one of our top 
foreign policy priorities — namely, countering objectionable behavior 
on the part of Iran. 

We have led the world in pressuring Iran to ceEise its destabiliz- 
ing activities, some of which you and Senator Faircloth have men- 
tioned. Our leadership is due in no small measure to the unity be- 
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tween the Executive Etnd Legislative branches on this issue. We 
look forward to consultation and cooperation with you in the fu- 
ture. Mr. Chairman, we share your concern about Iranian actions. 

In his State of the Union, President Clinton unveiled a major 
counter-terrorism initiative and pledged that his Administration 
would wage a strong and relentless CEunpaign against international 
terrorism. This, of course, in part is targeted agEtinst Iran. 

By sending the Omnibus Counterterrorism Act of 1995 to Con- 
gress, President Clinton signaled a major step forward in broaden- 
mg Federal jurisdiction over terrorist conspiracies, tightening our 
visa and deportation laws, and providing new legal tools against 
fund-raising bv organizations that engage in terrorism. 

We will work closely with Congress on the issue of terrorism and 
look forward to having your support in passing this counter-terror- 
ism package as Quickly as possible because it, too, is psirt of our 
strategy against Iran. 

In addition to the legislation, President Clinton acted unilater- 
ally on Januan* 23, by signing Executive Order 12947. The Execu- 
tive Order prohibits mnding from U.S. sources for 12 groups that 
we have determined are willing to use violence to disrupt the Mid- 
dle East peace process. This also is part of our actions against Iran. 

On the diplomatic front, we are actively working with friendly 
governments in the Middle East te speak out forcenilly when acts 
of terrorism occur to shut down any private or public sources of 
funding to terrorist groups, and to take steps to stop organizational 
or public relations activities of groups involved in terrorisni. 

We are fully committed to denying Iran the economic means to 
finance terrorism and buy weapons of mass destruction. The re- 
gime in Tehran must pay a price for this type of behavior. 

President Clinton underscored American determination to block 
Iran just 2 days ago, when he announced an Executive Order to 

Eirevent Conoco or any United States person from financing petro- 
eum development projects in Iran. 

With this unilateral action, the United States Government broad- 
cast to the world our seriousness of purpose in addressing the chal- 
lenge of Iran. 

I^t me say a few words about our general strategy towards Iran. 
The United States has serious concerns about specific aspects of 
Iran's policies. 

These include: Iran's continuing involvement in terrorism, par- 
ticularly its political and financial support for terrorist groups 
seekii^ to undermine the Middle East peace process; Iran's pursuit 
of weapons of mass destruction and the means to deliver them; 
Iran's effi)rts to subvert other governments; and Iran's dismal 
human rights record. 

Our goal is clezir: To press Iran to cease its destabilizing activi- 
ties, and thereby reduce the threat to United States interests and 
to peace and stfuiility in the region. 

Unable to convince the Iranian leadership to change their poli- 
cies, we want the intemationiil community to impose a sufficiently 
high economic find political price on Iran because unilateral meas- 
ures by the United States will not alone suffice. 

On the question, Mr. Chairman, of these unilateral measures, in 
1993, the Administration conducted a thorough review of our own 
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unilateral efforts to pressure Iran. We surveyed each initiative to 
ensure it had an impact on Iran. We reaffirmed the importance of 
a comprehensive series of unilateral measures, the cumulative im- 
pact of which puts the United States at the forefront of the inter- 
nationid community in pressuring Iran. 

Let me highlight just some of the actions that we have taken to 
deny Iranian resources. 

We prohibit all arms and weapons-related exports to Iran. We 
have adopted what is surely the industrialized world's most strin- 
gent trade control regime against Iran. We prohibit the import into 
the United States of virtually all Iranian goods and services, in- 
cluding Iranian crude oil. The only exceptions to our han on im- 
porting Iranian crude are sales that permit payment to Americans 
with claims against Iran. United States laws and regulations place 
comprehensive controls on the exports of sensitive dual-use items 
and technology to Iran. We deny any United States Government 
export credits, loan guarantees, or export insurance for Iran. 

Similarly, we oppose and we block all lending to Iran by inter- 
national financial institutions such as the World Bank and the 
Asian Development Bank; of course, we do not provide any bilat- 
eral assistance to Iran. 

In addition to these unilateral measures, President Clinton has 
directed a comprehensive campaign of political pressure agftinst 
Iran. Secretary Christopher has made sure that Iran is featured in 
bilateral discussions with top ofiicials in key capitals around the 
world. 

Two years ago, the Secretary of State created a specialized work- 
ing group with European Union and Canada representatives which 
meets regularly to address Iran and its policies. 

In my own capacity, representing the United States among 
G-7 political directors, I can assure you that Iran figures promi- 
nently on our agenda. In the last 2 years, the G— 7 summit has pub- 
licly condemned Iran as a sponsor of terrorism. 

Iran is also a key component of our discussions with the Arab 
states that comprise the Gulf Cooperation Council. The consistency 
and intensity ot the American message about Iran is unmistakable 
in capitals around the world. 

Regarding multilateral measures, if our policy of pressure on 
Iran is to succeed, the active cooperation of our allies is essential. 
The need for multilateral action to support this endeavor cannot be 
overstated. Since there are no binding United Nations or other 
multilateral sanctions directed against Iran — and resistance in the 
international community to doing so is strong — we must pursue 
multilateral measures with our allies. 

There is general agreement among our major pEU-tnera and allies 
on the need to bring about a change in Iran's behavior, although 
there are signiflcant differences among us with respect to tactics to 
reach this goal. 

We have conducted discussions with our allies on issues that will 
both win their support and have maximum impact on Tehran. 
These areas include arms transfers, dual-use technology, and offi- 
cial credit. We have made some progress in this regard. 

We have been able to signiflc^mt^y delay Iran's pursuit of weap- 
ons of mass destruction. For example, most nuclear suppliers have 
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assured us that they will not engage in any nuclear coopera' 
with Japan. Russia and China Eire notable exceptions, although 
remain engaged in discussions with Moscow and Beijing about th._ 
critical issue. 

These two governments agree with the objective of denying Irein 
nuclear weapons. As yet, however, they have not Eigreed to forego 
civilian nuclear cooperation under normal IAEA safeguards. We 
will press both governments on these points at the highest level. 

We are also working effectively to thwart Iran's funbitious firma- 
ment goals. We have succeeded in shaping a consensus among 
western suppliers that Iran should not be able to buy weapons. A3 
a result, Iran has been unable to acquire from the west aU that it 
desires in advamced conventional weapons systems. 

Last September, Russia joined this consensus when President 
Yeltsin told President Clinton that Russia would not enter into any 
new arms contracts with Iran. The two presidents also agreed on 
a framework for resolving the issue of Russian arms sales to Iran. 

Because Russia has been the major supplier of arms to Iran dur- 
ing the past 5 years, President Yeltsin's pledge is an important 
commitment. 

We have also geuned a commitment from western suppliers to ex- 
ercise extreme vigileince when considering requests for exports of 
sensitive duid-use technology to Iran. This commitment is a valu- 
Eible complement to our own comprehensive prohibitions on the ex- 
port of sensitive goods to Iran. 

Prohibitions on the sale of arms and sensitive dual-use tech- 
nology to Iran are a key component of our own ongoing negotia- 
tions to establish a successor regime to CoCom. For example, we 
have been engaged in active discussions with several governments 
in Central Europe about their transfers of arms and sensitive du£il- 
use technology to Iran. We have explained that we would be pre- 
pared to support Central European membership in the new arms 
control regime once these countries have fulfilled all of the criteria 
for entry. These criteria include adopting responsible report control 
policies toward Iran. 

In the economic sphere, we have had successes as well. Tehran 
has not been able to obtfiin foreign aid or significant new amounts 
of ofilcial credits since 1993. And when our zdlies have responded 
to Iranian requests, we have substantially diminished the pace and 
amount of that assisttmce. 

For exEimple, our efforts with the allies blocked Iran's access to 
a multilateral Paris Club rescheduling of its official debt in 1993, 
and delayed subsequent bilateral reschedulings. The bilateral 
terms Iran obtained were less favorable than they would have been 
absent our efforts. 

Japan has still not released the second tranche of its develop- 
ment assistance loan to Iran, now pending for more than a year. 
We will continue to stress in all of our contacts with the Japeinese 
government the importance of denying further grants or credits to 
Iran. 

Finally, as I mentioned, our strong opposition to World Bank 
lending for Iran convinced the bank to postpone indefinitely loan 
packages for that country. In 1993, for example, the U.S. obliged 
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the World Bank to Bhelve plems to provide funding for a $1 billion 
mzyor offshore gas development and injection project. 

Mr. CtiEiirman, shortages in capital, assistance, foreign exchange, 
and equipment have prevented tne Iranian government from mak- 
ing appropriate investment in its oil find gas sector. Iran has thus 
lost the additional funds that would result from efticient production 
of its oil and gas resources. 

Clearly, our policy has had a direct negative impact on Irein. Yet, 
we intend to intensify our discussions with other countries, stress- 
ing our common interest in preventing Irsin from fulfilling its nu- 
clear weapons ambitions, in thwarting Iran's efforts to sabotage the 
Middle East peace process and in blocking Iran's actions of terror- 
ism and subversion across the globe. 

Our leadership has been effective, but we axe not satisfied. We 
will seize every opportunity to strengthen and expand the coopera- 
tion of our allies in areas that are most important to us. 

As we consider unilateral measures, we need to be realistic about 
their consequences, however. Today, American businesses do not 
have a monopoly in world markets. Comparable products are avail- 
able from Europe and Asia. Other factors also impede the willing- 
ness of industrifilized nations to adopt our approach to pressuring 
Iran. Both Europe and Asia, for example, have a long history of 
trade with Iran. 

What about the future? 

I have dwelt at length on our efforts to contain Iran because it 
is important for us to appreciate the depth and range of our initia- 
tives, the considerable resources we have employed, and the com- 
plexity of the challenge. 

Given the importfince of this issue, we regularly review our pol- 
icy to ensure that we are effectively bringing pressure to bear on 
Iran. We welcome this opportunity to worK together with you, Mr. 
Chairman, Members of your Committee, and the Congress to en- 
sure that we accomplish this important goal. 

The issue of American trade with Iran has been the focus of 
much discussion of late. Let me provide some perspective on the 
volume and nature of this trade. 

According to the latest IMF statistics which record date through 
July of last year, we ranlted low in terms of exports to Iran in non- 
sensitive goods. 

Unlike other Western governments, we do not subsidize our 
trade to Iran. American businesses that sell items such as soybean 
oil, fixizen chickens, £ind auto parts to Iran receive hfu'd currency 
for their goods from Iranian businesses. 

Based on my experience with the G-7, I believe that we will not 
be able to convince other major trading partners of Iran to adopt 
prohibitions on trade in non-sensitive goods. So far, we have fo- 
cused with them on efforts to sustain the consensus on denying 
Iran goods that could be misused, such as weapons and sensitive 
dual-use technology. And I would recommend that we maintain our 
focus on this critical sector. 

You may rightly ask, Mr. Chairmfm, as we have asked ourselves, 
whether we should take additional unilateral measures in an effort 
to counter Iran. We have considered other restrictions on American 
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trade many times, and we are reflecting on them again today with 
you. 

As we do each time the Administration considers using economic 
sanctions as a weapon of diplomacy, we are carefully weighing the 
costs and benefits to U.S. economic and security interests of such 
initiatives. 

In all such cases, we also have to assess what the effect will be 
on the targeted country and how actions taken by the United 
States will affect our ability to mobilize international support for 
the strategy that we are pursuing. 

We are concerned that some restrictions — not all, but some uni- 
lateral restrictions— could hurt Americans more than the govern- 
ment of Iran. Of course, we axe currently anzilyzing the measures 
that you have proposed, Mr. Chairman, and we look forward to dis- 
cussing them with you and the Committee in the days ahead. 

In addition, the Administration is considering the role of United 
States business in other sectors. Last week's announcement that 
Conoco had struck a deal with IrEin revived a form of United States 
economic relations with that country that had been dormant since 
1979. 

This deal would have been the first major United States invest- 
ment in Iran's petroleum sector since the 1979 revolution. It was 
immediately clear to us that it had to be prevented. Iran's oil and 
ma production provides Tehran with the economic wherewithal to 
finance terrorism and buy weapons of mass destruction. 

American companies should not be making it possible for Iran to 
develop its oil and gas resources as long as the Iranian government 
engages in this behavior. I would not rule out further actions as 
we review the feasibility and desirability of additional unilateral 
restrictions on United States economic relations with Iran, and as 
we continue conversations with you on this issue. 

By way of conclusion, Mr. Chairman, the Administration looks 
forward to continuing the close collaboration the Executive Branch 
has eojoyed with Congress on the issue of Iran policy. 

You can depend on President Clinton's continuing leadership in 
pressuring Iran. The United States will continue to take steps that 
reinforce our leadership in the international effort to criticize and 
contain Iran. 

But if we are to be successful in forcing a change in Iranian be- 
havior, we must also work to secure a collaboration of other influ- 
ential governments and demonstrate our willingness to stay the 
course. 

Thank you, Mr, Chairman. 

The Chaieman. Thank you, Mr. Secretary. 

Mr. Secretary, I think it's fair to say that Conoco came under 
some tremendous criticism when the news of the proposed agree- 
ment was made public in terms of them developing the oil and gas 
facilities in Iran. 

But I think that it's important that their conduct be viewed in 
light of what took place because what troubles me is that when I 
read their testimony, they indicate that they've advised the United 
States Government just about every step of the way. 
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So that we be clear, because many of these things are not new, 
that advice goes back to the past Administration as well, back in 
1991. 

I've applauded the President for making his Executive Order — 
but I think, in order to be fair to them, and I'm not going to start 
giving them medals. I think the response was proper. It weis cor- 
rect. And I applaud that. But what they're basically saying is, look, 
we advised them in 1991. We advised them in Dubai and Kuwait, 
in London. We brought them right up to date. 

And so, I'm troubled, amd I would refer to your statement on 
page 13, when you conclude: "It was immediately clear to us that 
it had to be prevented." Meaning the Conoco deal. "Iran's oil and 
gas production provided Tehran with economic finance," et cetera. 

How is it that we didn't give them an indication prior? In otlier 
words, if you permit a course of conduct and you say, go ahead and 
negotiate, and they're doing that over a period of 3 or 4 yeeirs. 
Then, when they Anally go public with it, is that when it became 
clefir to us? 

I'm being candid with you and I'm not laying it on your step. De- 
mocracy recognizes that when you see something Uiat you may 
have thought was all right, you recognize and you move in the 
other direction. 

But wouldn't it be more accurate that it was only after this be- 
came public and there became concern expressed by many, both in 
the Congress and in the public sector as to what we're doing, that 
we then took the position, no, we had to stop this? 

Mr. Tabnofp. Mr. Chairman, we also have records of those con- 
versations. It is true that they have gone back severfd years. Let 
me say something about the nature of these conversations. 

Our records confirm that in the capitals you mention, there was 
some indication that Conoco was considering this deal. There were 
bits and pieces of information. There were reports of some dealings 
with the Iranians and with some of the Gulf countries and compa- 
nies about this issue. 

Our records indicate that at every step of the way, representa- 
tives of the United States Government, in the previous Administra- 
tion as well as in this Administration, made clear that this kind 
of a deal was not consistent with Americem polity toward Iran. It 
may be that in some of the conversations, we only learned bits and 
pieces of what was contemplated. 

I should also say that we learned that the deal had been con- 
summated when you learned it and when the American people 
learned it. It came out of the blue as far as we were concerned. We 
had no advance notification from Conoco that the deal was about 
to be struck, and that is why the Administration responded as en- 
ergetically as it did after the Einnouncement was made. 

The CHAIRI.fAN. I've got a series of questions and I'm going to ask 
that you respond to them. Let me just outline them for you. I do 
not think it would be fair of me to ask you to respond at Uiis point 
because you would probably have to say, let us respond in writing. 

Who in Dubai from the government was advised, and when? 

Who in Kuwait? 

Who in London? 
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When did Conoco first discuss this project with the United 
States? 

Who initiated the contacts? 

And would you describe these? 

Now, Mr. Secretary, I'm not asking you to do it at this time. But 
I would ask you to furnish us with that information. 

Did Conoco provide any written documentation to the govern- 
ment? If 60, what kind of documents and who received tlusm? 

And would you provide those to the Committee? 

Mr. Tarnoff. Mr. Chairmeui, we would look at all those issues 
and respond and cooperate. 

The Chairman. Ajid then Fd like to know, did anyone in our 
Government object to Conoco's deal with Iran? Did anyone approve 
of Conoco's plfins? 

Did anyone advise Conoco that the project was contrary to our 
national interest? And when? 

Did we discuss Conoco's plans with Iran? If so, when, and with 
whom? And did United States officials discuss Conoco's plans with 
any other countries? If so, when, and what countries? We may ask 
you to supply cable traffic. 111 Eisk our staff to talk to you, what 
might be appropriate and what would not. 

I want to, before turning to Senator Faircloth, point out why I 
believe the Executive Order does not go nearly far enough, and 
that this has been a policy that covers a number of Administra- 
tions, the pEist Administration as well as this one. I am not at- 
tempting to lay it at the doorstep of just this Administration. But 
it is a policy that is continuing. At some point in time, we have an 
obligation to examine it. 

On February 9, 1996, here in Washington, German Chancellor 
Kohl, responding to a question regarding Germfmy's ongoing trade 
with Iran, said that Germany should not be blamed because Amer- 
ican oil companies are buying so much oil from Iran. 

How can we persuade Russia, Japan, and others, Mr. Secretaiy 
not to trade and to provide concessions to Iran when the United 
States is indeed one of Iran's major trading partners? 

Now you might say that we have only exported $225 million in 
goods. But the fact of the matter is, as a result of the manner in 
which the Executive Order now exists, billions of dollars are being 
facilitated by United States companies going into Iran. 

I think it is difficult, if not impossible, for us then to insist and 
to use the economic leverage that the free nations, and if we are 
the leader of the free world, can bring to bear. Obviously, there will 
be some who may not join. We've had that experience in the past. 

To simply take the position that an outlaw nation, a renegade 
nation, is being more virulent in their promotion of terrorist at- 
tacks both here in the United States and against the principles of 
democracy, financing very directly disruptive activities in the Mid- 
dle Eeist, targeting people in the Middle East and governments in 
the Middle East who are attempting to cooperate in the peace proc- 
ess, is wrong. 

What we're doing is fighting a f^ht with both our hands tied be- 
hind our back. I believe it's almost mythical in terms of the impact 
that we are having of deterring them from this aggressive behav- 
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They have to know that they're going to suffer a penEilty. Are we 

foing to engage the terroriBts or are we going to allow them to 
ring it to our shores? 

It seems to me that we've got to review this. This has got to be 
a policy, I do not believe, that has been as effective as it can and 
should be. We are not really taking them on. That's my concern 
and that's why we have proposed this legislation. 

Senator Faircloth. 

Senator Faircloth. Thfink you, Mr. Chairman. To pursue right 
along what you're talking about. 

United States companies are buying 25 percent of all the Iranian 
oil, $4 billion annually. This is to say, an indirect purchase. But it 
doesn't affect the flow of the money, right straight back into Iran, 

Does the Administration have any i^ans to stop it? The Presi- 
dent's Executive Order does not stop indirect purcheises on the 
open market. 

Now far be it from me to be critical of the Administration and 
President Clinton. As you know, I'm a strong supporter. But what 
do they plan to do? $4 billion — he mtikes a big to-do over an Execu- 
tive Order. But it completely allows the continued purchcise of 25 
percent of all Iranian oil by United States compsuiies. 

Mr. Tarnoff. Senator, that's a fair and important question and 
one that we and, I presume, preceding Administrations, have 
looked at. 

It certainly is legally possible for the United States to take action 
that would restrict subsidiaries of United States companies because 
we're talking about foreign subsidiaries of United States companies 
to refuse to trade in Iranian oil. 

Let me say a word about some of Uie complications that that 
would engage, although, as I say, it is a plausible approach that 
we have been studying and that we will continue to study and to 
tfilk to you about it. 

Senator Faircloth. How long have we been studying it? 

Mr, Tarnoff, We have been studying it in the course of this Ad- 
ministration, as have previous Administrations. And there axe 
some complications associated with an action of this sort that I 
would like to be able to describe so that you understand as we do 
and think with us about some of the potential consequences that 
this would involve, 

I think we would, without a doubt, invite prolonged, not only dip- 
lomatic dispute, but the potential of litigation on an international 
basis involving the extraterritoriality of American law. In other 
words, whether American law can apply or not to a foreign com- 
pany. 

In the past, when the United States has attempted- this, it has 
led to long litigation and controversy, I'm not saying that we 
shouldn't do it, but I think we should anticipate that this will not 
be easy to do. 

The other elements that we all have to consider Emd weigh to- 
gether is the phenomenon of the fiingibility of oil and the fact that 
the oil is mixed in when it is received. This is a regulatory problem 
of some proportions. The monitoring of this effect would be consid- 
erable. 
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And then I think we have to ask ourselves how this would {ifTect 
the international competitiveness of foreign subsidiaries of Amer- 
ican oil companies. Would this or would it not restrict their ability 
to expEind operations, refining and lifting operations in different 
parts of the world. 

Again, these are complicated issues that we would like to have 
an opportunity to discuss with you and other Members of the Com- 
mittee so that we CEin weigh together what the consequences would 
be, and also, what the impact would be on Iran if the United States 
were to take these meiisures. 

Senator Faircloth, Well, of course, if you started 7 years ago, 
you ought to have a pretty good view of it. But just suppose Iran 
said tomorrow, you don't get any more. What effect would that 
have? Would that put us in an impossible position? Would the 
major United States oil companies that have oeen buying this oil 
all of a sudden be in dire financial straits? Would we have a short- 
age of oil in this country? 

Suppose they, subject to doing it, they sure have in the past, if 
they said, no more. What would we do then? 

Mr. Tarnoff. Do I understEtnd your question to be that they 
would deny these exports to 

Senator Faircloth. Yes, they'd cut it off to the United States. 

Mr. Tarnoff. Just to the United States. Again, this oil is not im- 
ported into the United States, as you know. If it was diverted 

Senator FAIRCLOTH. They would deny it, any flow of it to United 
States companies. 

Mr. Tarnoff. Well, if the flow was resumed or increased through 
other companies, imd here I defer to my colleagues in the Depfut- 
ment of Energy, I assume that the international oil market would 
not be advers^y affected because the level of Irfinian exports would 
be mfdntained. 

Senator FAIRCLOTH. While we're looking at almost half a billion 
gallons a day, what are we talking about? What percentage of the 
world oil supply does this represent? 

Mr. Tarnoff. I dont have that figure, Mr. Faircloth, but I will 
get that for you. 

Senator Faircloth. But if our purpose — and maybe we don't 
know what our purpose is — but if our purpose is to put the Iranian 
government out of Jbusiness, a weak regime as it is, then shouldn't 
we put the screws to it and cut it off, instead of this study for 7 
years? 

Mr. Tarnoff. Senator, as far as the international oil market is 
concerned because the United States is only a portion, or these 
American — are only a portion. 

Senator Faircloth. I understand that. 

Mr. Tarnoff. And in our view, it is highly unlikely that there 
would be cooperation among the other countries and foreign oil 
companies around the world in such an action. 

The willingness does not exist in the international political 
arena, both in governments or in companies themselves, to stop the 
import of oil from Iran. The United States alone is not capable of 
bringing about that result. 

Senator Faircloth. Well, if we're going to do it, why all the eu- 
phemistic talk? Why not just do it directly? I mean, if they're going 
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to get the $4 billion a year, if we're going to buy the oil, why put 
up a gossamery facade? Why not just trade directly? Either do it 
or don't do it. 

Mr, Tarnoff, It's because the United States has, to the laaxi- 
mum extent possible, and I ask you and other Members of the 
Committee to look at the kinds of things that we have been doing 
over the last several years to counter Iran. It's an impressive list. 

What we are looking for are measures that are effective, that 
have an impact on the situation. You're also looking, to the extent 
possible, to measures in which we can cooperate with those coun- 
tries which have even a much greater economic interest in Iran 
and a greater trading relationship with Iran than the United 
States. 

This involves choices. Senator. And we will talk to you about the 
choices we've made, the rationale we've used. But, again, I think, 
from our perspective, it's fair to say that the United States, by far, 
has been mudi more draconian, the measures that we have taken 
against Iran across the board than any other country on the face 
of this Earth. 

The Chairman. Mr. Secret£iry, if I might, I have to tell you that 
I agree with Senator Faircloth. 

Either we have an embargo on dealing with and taking Iranian 
oil or we should call it off. It's a myth. 

To allow the United States subsidiaries, foreign subsidiaries, to 
do what we can't do directly, but accomplish the same thing be- 
cause, as you say, oil is fungible, it seems to me, is not being forth- 
right and sends the wrong signal. 

We are saying to the Iranians, on one hand, you're going to pay 
a price for being an outlaw nation. 

Now I would say that, possibly, that could be justified if we had 
a government and/or they had a policy in Iran which was attempt- 
ing to 2imeliorate the different conflicts throughout the world. 

But I daresay, point to one and demonstrate where that has been 
the case. As a matter of fact, when we read the Journal of Com- 
merce reports on March 3 — "Iran Missile Threat Added Ammuni- 
tion to Total Embargo." And the story goes on to talk about how 
the Iranians are now putting in missile installations in the Straits 
of Hormuz. 

Policywatch, the Washington Institute, in some detail talks about 
the revolutionary guard equipping with surface-to-air missiles 
based on the islands, and then it goes on to talk about the mining 
capacity that they now have and I might add, that the militaiy co- 
operation that they're receiving from a number of foreign govern- 
ments. 

Now, how do we allow these foreign governments to think that 
we're serious about this when we permit $4 billion and facilitate — 
it with United States companies. 

True, foreign subsidieiries. 

Are we serious? What message do we send to the folks in the 
Middle East who are scared stiff of Iran and the military capacity 
that they have if we, on one hand, say that we're taking a tough 
position, and you have outHned that, but on the other, acquiesce, 
and acquiesce in the terms when they are going forward in terms 
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of their development of military capacity to choke off the oil supply 
to the world, or to certainly make it difficult? 

Now I understand and I've been on the Intelligence Committee 
and on the Defense Appropriations Committee, that, if need be, we 
can handle that situation. It would be a situation that would re- 
quire a military presence and a great sacrifice. 

We want to avoid that. 

But do you really think we're sending the Iranians — and I don't 
mean to personalize it. But I have to ask myself, are we meiking 
progress with the Iranians when they are intensifying military for- 
tifications and taking provocative actions in this very crucial area 
of the world. 

I don't see the policy. If you said to me, well. Senator for the first 
time, we've got contacts as it relates to the peace process in the 
Mid-East. They are being less virulent in opposition. 

Not the case, right? Would you agree with me? 

Mr. TArnoff. I agree with you. 

ITie Chairman. So it seems to me that this has been the policy 
that this Administration has pursued and it's time to look at it and 
say, has it been successful? The past Administration pursued it. 
Has it been successful? 

If you think you're going to fight a lion or a tiger firmed with a 
stick of baloney, he's going to take the baloney and take you, too. 
That's what's happening here. I don't believe that we have sent liie 
message that we are serious. 

Second, it seems to me that there are those who have economic 
interest that come from this country who would like us to look the 
other way. 

But are we being fair to the people of this country long term, 
when we help facilitate building an aggressor, making that aggres- 
sor stronger? 

So long-term, are we pursuing the right policy? I am very much 
concerned that the tiger is getting stronger and stronger and we 
will eventually have to resort to the kinds of actions to secure safe 
passage of the energy that is necessary that comes through those 
straits. And you know we'll do it. Well do whatever is necessary. 

I have no doubt that this Administration and any other Adminis- 
tration would do it. But 1 am very much concerned that we're say- 
ing one thing, looking the other way, and we're sending a horrible 
signal to our allies. 

I just leave you with that concern. I don't know if you want to 
respond to that. 

Mr. Tarnoff. Ill respond briefly, if I might. First of all, I eigree 
totally with your assessment of Iran. We see no glimmer of cheuige 
or moderation in their attitudes on any of the concerns that you 
mentioned or that I presented in my testimony. 

Second, with respect to seriousness, I have no doubt that Iran's 
neighbors, major trading partners and even the government in Iran 
knows that the United States is serious. 

If it were not for the United States, the degree of international 
pressure, criticism, many things that I have talked about in my 
presentation, would simply not have happened without the leader- 
ship of the United States, in the past Administration as well as 
this Administration. 
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I think there is considerable evidence that Iran regards the Unit- 
ed States not only in ideological terms, but also as its m^or politi- 
cal opponent. 

It is true that some countries have said to us, how can you be 
credible if you allow some trade with Iran? 

I would just wonder, however, and this is a question that I have, 
whether, if the United States were to cut off all trade with Iran, 
whether some of these countries themselves or companies associ- 
ated with these countries, might well step in and replace United 
States companies. Because, certainly, as I said before, our restric- 
tions on trade, our political activity, our diplomatic activity, are far 
and away the most serious with respect to Iran. 

The Chairman. Thank you, Mr. Secretanr. 

Senator Murray is here. I don't know if she has a statement or 
would like to pose any questions. 

ora;Nn<iG comments of senator Murray 

Senator Murray. I do have some questions, Mr. Chairman. 
Thank you very much. 

I welcome Mr, T^lmofF, 

I want to first begin by commending the Administration for their 
decision to ban American companies from producing oil in Iran. To 
have allowed the Conoco deal to go through would have under- 
mined the United States' poUtgr of isolating that renegade regime. 

I also want to take this opportunity to commend me President 
for his very soUd record of accomplishment in combatting inter- 
national terrorism. 

I do have a few questions for you this morning and I want to 
begin — and you may have answered this already before I came 
here — but I want to begin by asking what you tmnk can be done 
to ensure that foreign firms do not pick up the Conoco deal. 

Mr. Tarnoft. We have launched an active diplomatic campaign 
around the world, especially in those capitals which have compa- 
nies that might be tempted to do so. 

We think that, on commercial terms, it will be difficult, but, 
quite frankly, not impossible for Iran to find a replacement for Con- 
oco. 

But we are certainly using the fact of the President's leadership, 
the Administration's decision, diplomatically and politically to im- 
press on governments, msiny of whom, by the way, have been look- 
ing to see what the United States would do on Conoco by means 
of a politicfU signal, and impressing on these governments that the 
United States has stood up to the plate, and hope that they will, 
and if they allow their companies to go ahead, it will be a very neg- 
ative signal with respect to the solidarity that many of them at 
least express rhetorically about Iran. 

Senator Murray. OK. I understand that Russia has plans to sell 
nuclear reactors to Iran. If the Russians halt that sale, Ctermany 
and China have also shown interest in selling nuclear technology. 
Can you give me any details on the status of our Administration's 
effort to stop that deal? 

Mr. Tarnoff. Yes, Senator. We have been concerned about Rus- 
sian and Chinese plans, not so much German any more, plans to 
transfer nuclear technology to Iran. 
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We have engaged both of those governments at a high level. But 
we have not yet obtained what we reeard as satisfactory assur- 
ances from either Moscow or Beijing that they will not transfer 
technology, even under the guise of peaceful enterprise, peaceful 
nuclear enterprises in Iran which could develop into the basis for 
a nuclsEtr industry which might represent a threat. 

So I can assure you that this is being done at the highest level 
of our Government and the governments involved. We are not yet 
satisGed on this point. 

Senator Murray. There's more work to be done. 

Mr. Tarnoff. There ia. Senator. 

Senator Murray. Recently, Secretary of State Christopher said 
that Iran could be expected to use income from oil operations to in- 
crease their projection of terror. 

What is our Administration doing to stop American firms from 
buying Iranian oil and contributing to Iran's support for terrorist 
operations? 

Mr. Tarnoff. Here, again, as I indicated in a somewhat different 
way beforehand, we have this question before us of the operations 
of American subsidiaries, of American companies in Iran. 

In assessing what further measures the United States might en- 
tertain, among the considerations that we are asking ourselves 
are — ^these are only illustrative — ^whether the prohibition on this 
kind of activity would lead to serious and extended l^al complica- 
tions, extraterritoriality of American law on companies which are 
incorporated oversetis. 

We have to ask ourselves what the effect would be in terms of 
the Iranian ability to market their goods, and because oil is ftin- 
gible, I don't think it would be very much. 

We also have to look to see what the monitoring or regulatory 
means we would have to put into place to make sure this would 
happen. 

And as well, the effect on the competitiveness, international com- 
petitiveness in other areas of the world of these subsidiaries of 
American companies if such a ban were to be imposed. However, 
these are ffur issues. They're complicated issues. We have to weigh 
the elements involved. 

I waa indicating ectrlier to Senator D'Amato and Senator 
Faircloth, we have proposed to talk further to you and other Mem- 
bers of the Committee about this issue, but pointing out some of 
the complications, some of the hard questions and choices that you 
would have to make in connection with this proposal. 

Senator MURRAY. So you're raising a lot of questions Etnd issues 
right now and you haven't come to any firm conclusions. 

Mr. Tarnoff. No, because the issue does have different aspects 
in the balance that we have been considering over a period of time. 
But in light of the interest of this Committee, we are certEunly pre- 
pared to engage in a very thoughtful deliberation with you about 
this issue. 

Senator Murray. OK. I appreciate that. Thank you, Mr. Chair- 
man. I do have some other questions, but 111 just submit them for 
the record. 

The Chairman. Thank you. Senator. 

Senator Faircloth. 
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Senator Faircloth. Mr. Tamoff, I have one question. 

I hear repeatedly from you and not only from you, but from any- 
body in Government that we've studied it, we've considered it. 

Now, as best I can figure, you say that we've been studying this 
issue for 7 years. Is there even a minor possibility that we in Gov- 
ernment study things too much and act on way too little? 

Everything I hear about, we've been studying. And then things 
we've acted on are infinitesimally small. But the things we've stud- 
ied encompass everything. 

Mr. Tarnoff, Senator, on this issue, I would say that the impli- 
cation of what you're saying is correct, and that is that — but let me 
say it somewhat more clearly. 

The complications of this issue which we have been assessing 
have led us to conclude at this point not to proceed with the kind 
of prohibition that you and Senator D'Amato have proposed. 

Senator FAIRCLOTH. Thank you, sir. 

The Chairman. Mr. Secretary, first of all, I want to thank you 
for your responsiveness and I look forward, because I do think it's 
important that we get a sense of history as it relates to Conoco and 
how that situation came about, because if they were led to believe 
that there was no objection, and given the manner in which past 
Administrations and this Administration have conducted them- 
selves, I could see how a company would believe that. Really. Now, 
I want to leave you with'this thought. 

This legislation vtas introduced prior to this Senator having any 
knowledge whatsoever about Conoco. It had nothing to do with 
Conoco, It had to do with what I perceive to be a failure of this Ad- 
ministration to send a clear signal that we're going to take the Ira- 
nians on. We're going to take them on in every way we can, short 
of military, to let them know that their renegade behavior will not 
be tolerated, that we're not going to allow them to blackmail the 
democracies or those nations who do not agree with tbem, who do 
not submit themselves to tbeir political philosophy, I don't believe 
that we have been firm enough in that. 

Therefore, in the fullness of time, it leads to us having to commit 
ourselves militarily because we lead them to believe they can get 
away with it. 

I think we did the same thing with Saddam Hussein. We invited 
him to attack. We let him move his people up. We sent him the 
wrong signals. And then we had to respond overwhelmingly. 

You do that with dictators at times when you send out a policy 
that is not clearcut, that we will take you on. 

Now, having said that, I want to assure you, we have 26 cospon- 
sors on this legislation. There are many, including several Demo- 
crats. There are many who might not coeponsor, but who will be 
supportive. 

So I want to leave you with this thought, that we will either 
mark this bill up or, at the appropriate time and the appropriate 
vehicle, and be assured that it will be the appropriate vehicle, I 
will introduce this legislation. 

What I'm saying to you is that it seems to me that you'd better 
give this thing a very hard look, this legislation, and begin to run 
uie traps on what you will have to do to implement it because if 
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I were a betting person, I would bet that this legislation is going 
to pass in both Houses overwhelmingly. 

Now if there are some suggestions that you want to make, or the 
Administration, as to how we can be more effective — there's no 
pride in authorship — how we can make it more effective, how we 
can meet the needs of our Nation to do a more effective job, we 
would welcome your suggestions. 

But this is not going to be an issue that this Committee, or that 
the Congress is going to study indefinitely. We will put it up for 
a vote and I would welcome again your suggestions in a construc- 
tive manner to make it more effective, or as effective as it could 
possibly be. 

Mr. Tarnoff. Well, thank you, Mr. Chairman. I certainly appre- 
ciate the openness of your offer to do so. There are many, many as- 
pects of the legislation which we have not had a chance to cover 
here today, some of which we think deserve a response and com- 
mentary from the Administration. 

Therefore, I can assure you that we will work very closely with 
you and the staff to provide our views. 

The Chairman. Thank you, Mr. Secretary. We thank you and ap- ■ 
predate your participation. 

We're going to ask that Panel 2 and Panel 3 be combined, inas- 
much as we nave two witnesses on Panel 2 and two on Panel 3. 
So we'll ask them all to come forward at this time. 

We'll proceed with our witnesses. I'm going to ask the witnesses 
if they can attempt to keep their statements down to between 5 
and 10 minutes at the outset. We will take your totiil statement 
as if read in the record. 

Let's start off with Mr. Clawson. 

Mr. Clawson. 

STATEMENT OF PATRICK L. CLAWSON, SENIOR FELLOW. 
INSTITUTE FOR NATIONAL STRATEGIC STUDIES OF THE 
NATIONAL DEFENSE UNIVERSITY, WASHINGTON, DC 

Mr. Clawson. Thank you, Chairmein D'Amato. 

The Chairman. Why don't you pull that microphone up closer to 
you, Mr. Clawson. 

Mr, Clawson. Theink you. Chairman D'Amato. I'm pleased to be 
here this morning. 

I should say that I am now a senior fellow at the National De- 
fense University. My remarks this morning represent my own 
views and not necessarily those of the Department of Defense or 
the United States Government. 

I would like to address this morning the arguments in favor of 
a tougher economic policy against Iran. 

Some have claimed that the proposed Comprehensive Iran Seme- 
tions Act would have no effect on the Iranian econor^, while im- 
posing a considerable burden on the United States. Tnat claim is 
not accurate. 

In fact, comprehensive United States seinctions on Iran would 
have at least three direct effects on the Iranian economy. One 
would be on the oil trade which we have been discussing this morn- 
ing. 
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The loss of access to United States firms as trading partners by 
Iran would in fact reduce Iran's income, Iran could find other com- 

Eanies to carry out this trade, but the reason that Iran is using 
United States companies at the moment is because United States 
companies are providing better terms than the other companies 
would provide. And so, therefore, having to turn to other companies 
would impose a cost upon Iran. 

We're not likely to ever know how much is that cost. The oil mar- 
ket is so volatile that it will be very difficult to figure out what ex- 
actly is the effect here. We are probably talking about an amoimt 
which is in the low tens of millions of dollEtrs. So even though the 
trade is $4 bilUon a yesir, the cost of replacing United States firms 
with firms from other countries will only be a small fi-action of that 
amoimt. But there will be a cost for Iran. 

Let me signal, however, some other costs that Iran would suffer 
in the case of comprehensive United States sanctions. 

One is the planned oil swaps. Right now, the companies, includ- 
ing the companies producing oil in Kazakhstan and Azerbaijan, 
wmch includes some American companies in these consortia, are 
planning some time soon to begin barging oil across the Caspian 
Sea to Iran for use of that oil in Iran and then, in return, Iran 
would increase its oil exports from the Persian Gulf. 

So this would be a swap Eirrangement which will bring in Iran 
Bome money. Again, the profits that are involved here are certainly 
going to be in the tens of millions of dollars. And if this arrange- 
ment grows with time, the amounts could become quite a lot larger. 

We are told this arrangement is going to be temporary. That is 
one of the reasons why that, to my knowledge the United States 
Government has not so far opposed this arrEuigement. But there 
are fewer things more permanent than temporary arrangements. 

Lfistly, the comprehensive sEinctions would reduce Iran's access 
to United States oil technology and United States oil equipment. 
While other countries now have quite good oil technology and oil 
equipment, Iran wants to use the United States technoli^y and 
equipment precisely because it's being offered on better terms or 
it s more appropriate for Iran. 

There would alao be some indirect effects of these comprehensive 
sanctions. In p8trticul£ir, these comprehensive sanctions could well 
reduce investor confidence in Iran. We're not talking about United 
States investors. We're talking instead about European investors. 
We're talking about Iranians themselves. 

The last few months, the Iranian rial, their currency, has been 
depreciating rapidly in value. It's quite possible that if sanctions 
were imposed, that the kind of negative economic mood in Iran 
we've seen the last few months would be reinforced. 

Of course, there is a cost to be paid for these sanctions. The prof- 
its of United States oil firms and other United States firms that 
engage in trade with Iran would be reduced. Again, the amounts 
that are involved would, I think, be in the low tens of millions of 
dollars, as United States oil companies would find other business 
to carry out. 

The loss of some tens of millions of dollfirs will be felt in Iran 
because the economy is in resilly q^uite poor circumstances Euid Iran 
faces a very difficult budget situation. 
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Indeed, back in 1989, Iran announced plans for a comprehensive 
military resirmament program that would have caused them to 
spend, or would have called for them to spend about $10 bilhon 
over the period 1990 to 1994. 

In fact, they were only able to afford about half of that, primarily 
because of these difficult economic circumstances. With less money, 
it's quite possible that Iran would be forced to again consider re- 
ducing its military purchases or at least not increasing them. 

That said, I think there is essentially no prospect that these 
sanctions would cause the fidl of the Islamic Republic. Frankly, the 
future of the Islamic Republic of Iran depends primarily on inter- 
nal factors and is outside of our ability to effect. 

I happen to think that there's a good chance that the Islamic Re- 
public of Iran will in fact collapse from its own incompetence wil^- 
in the next few years. It's precisely for that reason, the reason that 
the Islamic Republic is quite we^ internally, that I think a con- 
tainment policy has a good chance of success. 

We can contfiin Irsm's extemzd aggression while waitii^ for it to 
collapse, much fts George Kennan proposed that we do with the 
former Soviet Union, In this case, I don't think we're going to have 
to wait decades and decades. 

Comprehensive sanctions are probably also not going to change 
Iranian behavior that we find unacceptable on severed fronts. 

For instance, I don't think that the comprehensive sanctions will 
have much effect on Iran's pursuit of nuclear weapons. Nor do I 
think that the comprehensive sanctions would have much effect on 
the kind of assertive, if not aggressive, behavior that we have seen 
Iran engaging in in recent months with regard to the disputed is- 
lands in the Stretits of Hormuz, putting a lot of arms in those is- 
lands, as you mentioned earlier, and indeed, claiming that all of 
the deep waters in the Stniits of Hormuz are Iran's internal seas 
in which it has the right to block ships if it wants to. 

Some of those who say that we should go easfy on Iran suggest 
that Iran is reaUy such an important country, that we ought to 
make every effort to reach out to it. 

I think that's a rather outdated viewpoint about Iran. In fact, 
Iran is not an oil superpower. Its oil fields Eire old. Furthermore, 
Iran is not a lucrative market. Its imports today are less than they 
were in 1977. Back before the Iranian revolution, Iran accounted 
for iy2 percent of ail the imports in the world. Today, its share is 
less than a third of what it was back in 1977. Iran's imports may 
in fact be less than that of its neighbor, Pakistan, this year. 

In closing, no action by itself will bring about the changes we 
wish to see in Iran Euid in Iranian behavior. But the best chances 
of success, especially over the long term, will come from a firm 
stance for our principles. 

The bitter lesson of the last 15 years from experiences like the 
Iran-Contra Etffair is that we cannot expect moderation in Iranian 
foreign policy if we extend the hand of friendship. Thank you. 

Hie Chairman. Thank you. Mr. Timmerman. 
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STATEMENT OF KENNETH R. TIMMERMAN, DIRECTOR, 
MIDDLE EAST DATA PROJECT. INC., KENSINGTON, MD 

Mr. TiMMERMAN. I want to applaud you, Chairman D'Amato, for 
introducing S. 277 to the Senate. This legislation will close the gap 
between U.S. policy statements about Iran and U.S. action. It will 
send a clear message to Tehran of U.S. intentions and it will show 
our allies that we mean business when we ask them to refrain from 
aiding and abetting a regime which has one of the worst human 
rights records on earth, which continues to support international 
terrorism and subvert neighboring regimes, and which continues to 
demonstrate its unremitting hostility to U.S. interests in the Mid- 
dle East. 

Before getting into what specific effects I believe your legislation 
will have, allow me to recall that this is not the first instance of 
Chairman D'Amato's foresight when it comes to foreign dictators. 

On July 27, 1990, you put forward legislation that would cut off 
United States credits to Saddam Hussein's regime and put a halt 
to the damaging trade and dual-use technology with Iraq, 

And you did this, Mr. Chairman, despite the opposition of many 
of your colleagues from both parties. You said then, it is about time 
that we stood tall. 

Your foresight was confirmed just 5 days later when Saddam in- 
vaded Kuwait. 

The time, I would say, to steind up and be counted has come 
again. And once again, Mr. Chairman, you are showing the fore- 
sight and leadership that has already prompted the White House 
to act in prohibiting the Conoco deal. 

I'm sure that you will also succeed in getting your colleagues to 
pass this vital bill. 

The regime in Tehran is in turmoil. Iran's clerical government is 
facing a crisis of dramatic proportions in the 16 years since the rev- 
olution against the Shah and the coup d'etat by the followers of the 
Ayatollah Khomeini. Never before have Tehran's rulers had to 
confront such massive social, political and economic difficulties oc- 
curring all at once. 

For the past 3 years, riots have erupted in virtually every major 
Iranian city. To quell public protest, the regime took the dramatic 
step last November of issuing shoot-to-kill orders to its bassidj po- 
litical militia. The law exempts officers who kill or wound anyone 
from civil or criminal charges, so these bassidj now have a license 
to kill. 

Even Iran's clergy, which was once the very backbone of the re- 
gime, have turned against it in recent years, creating a crisis of le- 
gitimacy for a government which calls itself Islamic. 

Of the remaining Grand AyatoUahs still living in Iran — and 
there are four of them — all oppose the regime and have called for 
the abolition of many of its most basic institutions. All are also cur- 
rently under House arrest. 

There are approximately 2,000 to 3,000 clerics in Iranian jsiils 
and they have been tried as political prisoners under a special 
court for the clergy. 

Indeed, there's really nothing Islamic about a regime that hangs 
dissidents by the necks from building cranes or that executes 
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women accused of adultery by throwing them from the roofs of ten- 
story buildings tied up inside postal sacks. 

And yet, these are common practices in today's Iran. 

According to Amnesty International, which has tracked publicly- 
announced executions in Iran, more than 10,000 people have been 
killed by the regime since 1979, most of them without trial. Iraniem 
exiles say the true figure is many times higher. 

And I would remind you here that however bad the Shah's re- 
gime was, executions during his reign totalled in the hundreds. In 
fact, closer to 100. Indeed, fewer than in the United States, 

So fearful has the regime become that the Iranian people wilt 
hear the truth about corruption, human rights abuses, and govern- 
ment mismanagement of the economy, that they constantly jam op- 
position radio broadcasts into the country. 

Just recently, they banned satellite dishes to prevent ordinary 
Iranians from watching foreign television. 

These are clear signs, Mr. Chairman, that all is not well in 
Tehran. This is a time for the United States to be sending a clear 
message to the Iranian people in support of their aspirations to- 
ward freedom, democracy, and the respect of human rights. 

I believe this is what the Administration would like to do. But 
as the Conoco deal has shown, it is difficult to get that message 
across under current law, 

I believe S. 277 will help correct this disparity. 

Conoco's investment would have made it easier for Iran to make 
good on its standing pledge to provide $100 million per year to 
international terrorist groups such as Hezbollah in Lebanon and 
Hamas and Islamic Jihad in Gaza. 

This is an official allocation in the state budget of Iran that has 
been voted by the parliament several years in a row. These organi- 
zations have full-time offices in Tehran provided by the Iranian 
government and regularly meet with Iranian leaders to coordinate 
their terrorist crimes with Ireuiiem intelligence officials. 

The Iranian government regularly honors such criminals as Imad 
Mugniyeh, who is personally responsible for kidnapping more than 
half a dozen Americans in Beirut and for the hijacking of a TWA 
airliner in 1985 that led to the death of a U.S. Navy diver. 

They invited him to Tehran as recently as October 1994, accord- 
ing to reports from Tehran, to organize a series of bombings inside 
the United States in retaliation for the prosecution of Sheik Omar 
Adbul Rahman in New York. 

Tehran extends similar honors to Fathi Shikaki, the head of Pal- 
estinian Islahmic Jihad, which claimed responsibility for the sui- 
cide bombing recently in Netanya, Israel that killed 20 Israeli sol- 
diers. 

Cash proceeds from the Conoco deal would also help free up as 
much as $1 billion in funds which Iran now needs to pay for its 
nuclear deals with Russia, the first tremche of which will cost $800 
million. 

The total trade embargo envisioned in your legislation, Mr. 
Chairman, combined with existing provisions contained in the Iran- 
Iraq Nonproliferation Act of 1992, will, in my view, give the State 
Department additional leverage with Russia and other countries, in 
its efforts to curtail a potentially dangerous series of nuclear deals. 
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No one seriously doubts that Iran's true intention ia to acquire 
a nucleeu' weapons capability. Over the past five yesira, Iran's intel- 
ligence ministry has been sending procurement teams throughout 
the former republics of Central Asia and our Department of Energy 
is convinced that Iran has succeeded in acquiring significant quan- 
tities of weapons-grade materials. 

That means enough to mfike several bombs. 

Indeed, this is the real reason why the Clinton Administration 
acted with such determination last December in Operation Sap- 
phire, which succeeded in localizing a cache of some 600 kilograms 
of weapons-grade material in Kazakhstan. 

Let me add here some news which just came in from Iranian 
sources from Tehran, and which we have reported in our Iranfax 
News Agen<y. 

Iran is now capable of producing uranium hezafluoride gas in re- 
search installations run by the atomic energy organization of Iran, 
which are ostensibly dedicated to purely civilian nuclear research. 

Now, uranium hex^uoride, Mr. Chairman, is used in making a 
nuclear weapon. And if Iran can produce that locally in Iran, with 
no supervision by the IAEA or any international institution, that 
means they are many — not just one — many steps closer to the 
bomb than anyone had believed before. 

But you asked us to comment, and I will do so briefly, on the Ad- 
ministration's polity of dual-containment. 

I believe dual-containment is a much-needed improvement over 
our previous approach, which sought to achieve a balance of power 
in the Gulf by playing Iran and Iraq off of each other. 

But containment in isolation will not work if the U.S. embarks 
on such a poHcy half-heartedly. We need to be sending a clear mes- 
sage to Tehran, as well as to Moscow, Paris, Beijing, Bonn, and 
Tokyo. Unfortunately, the signals from Washington have been con- 
fused. 

The confusion is nowhere more evident than in the discord in 

Eiublic rhetoric between Secretary Christopher and career dip- 
omats of his own State Department, who constantly seek to reas- 
sure Tehran that the United States is not seeking a change in the 
regime, only a chEuige in Iranian behavior. 

Such statements are interpreted in Tehran as signs of vacilla- 
tion, irresolve, and tacit support. 

Furthermore, they were given the lie only recently when Sec- 
ret£u-y Christopher told the Washington Times, and I quote: "yffe 
must isolate Iran and Iraq imtil there is a change in their govern- 
ments." 

I'd like also to remind you, Mr. Chairman, and correct a mis- 
conception that has been floated recently by several friends of the 
Iranian government on Iran's record of subversion of its neighbors. 
Contrary to what is said, Iran is actively subverting at least a half- 
dozen countries in its immediate vicinity, starting with Iraq in 
1980. In Kuwait in 1983, they sponsored a series of bombings 
agEunst the Kuwaiti government and the United States Embassy in 
KuwEut City. In Saudi Arabia, they engaged in an intelligence war 
between 1987 and 1989, and sent pilgrims to the pilgrimage in 
Me<xa to demonstrate against the United States. They're attacking 
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targets in Pakistan, and have been criticized by the government of 
Pa&stan recently. 

They have also been accused recently of trying to subvert the 
governments of Afghanistein, Tajikistan, and Bfihrain. Finitlly, as 
Mr. Clawson reminded us, let's not foi^t the Gulf islands whose 
sovereignty is shared between the UAE and Iran, where Iran is 
building enough military force, according to the Joint Chiefs of 
Staff, so they could conceivably interdict approximately 20 percent 
of the world's oil supply from transiting the Straits of Hormuz. 

The Chairman. Mr. Timmerman, I'm going to ask you to try to 
wrap it up because we have the others. 

Mr. Timmerman. OK. I have included in my written testimony 
some information on broadcasting into Iran, which I would like U> 
call to your attention. And also to remind you and Members of the 
Committee that there's a whole series of dual-use technology sales 
which are allowed to go to Iran under current legislation, despite 
the Iran-Iraq Nonproliferation Act, which includes items that could 
be potentially dangerous. Under existing law, there is no way to 
stop such sales. 

I have two recommendations I would like to make. 

The Chairman. Go ahead. 

Mr. Timmerman. I believe they could improve S. 277 and close 
some of the loopholes that companies might argue exist. 

The first is a private right of action for U.S. companies who see 
foreign competitors selling the same type of equipment to Iran that 
your legislation and other law currenuy prolubits tliem from sell- 
ing. 

The second proposal is a limit on imports into the United States 
of products and services of foreign companies and countries which 
have benefited or taken commercial advantage from the prohibi- 
tions contained in S. 277. 

These measures would add significant clout to our policy and go 
a long way to ensuring that these controls quickly become multi- 
lateral. Let me just give you one example to show you how this 
would work. 

As you know, the Administration decided in 1993 against allow- 
ing Boeing to sell commercial airliners to Iran. This was a psunful 
decision because of the purely civilian nature of the aircraft. 

Nevertheless, the Administration concluded that suiJi a sale 
would send the wrong signal to Tehran and the wrong signal to our 
allies. Europecm Consortium Airbus lept into the breech and took 
a deal worth well over $1 billion. 

Now, if you were to adopt an import ban and a private right of 
action, Boeing would then have the right to petition the U.S. Gov- 
ernment to trigger a ban on Airbus s^es in the United States for 
a 2-year period, or until they had abandoned the sale to Iran. 

Believe me, Mr. Chairman, such a measure would quickly get the 
attention of our Europefin find Japanese friends. 

In conclusion, let me just emphasize that this is the moment ihe 
advocates of democracy and human rights in Iran have been wait- 
ing for all these years. A window of opportunity is opening in Iran 
when the clerical regime is more fragile than ever before and, with 
a little push, it could collapse on its own. 
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And I believe, Mr. Chairman, that your bill will contribute to 
that push. 

Thank you. 

The Chairman. Mr. Lichtblau. 

Mr. Lichtblau. Thank you very much, Mr. Chairman. 

The Chairman. Mr. Lichtblau, why don't you take the micro- 
phone. 

STATEMENT OF JOHN H. LICHTBLAU, CHAIRMAN AND CEO, 
PETROLEUM INDUSTRY RESEARCH FOUNDATION, INC., NEW 
YORK, NY 

Mr. Lichtblau. We do disagree somewhat with 

The Chairman. Mr. Lichtblau is Chairman and CEO of the Pe- 
troleum Induatiy Research Foundation in New York. 

I ju8t wanted that for the record. 

Mr. Lichtblau. Thank you very much for recognizing me. 

While I do disagree with some of the statements by the two pre- 
vious witnesses, we certainly agree with the fact that Iran is a 
rogue nation that is involved in international terrorism and vio- 
lates human rights. 

Our dispute is really on the economic aspects of S. 277. I would 
like to discuss three aspects. 

What effect would it nave on the Iranian economy? 

How would it affect United States companies currently engaged 
in legitimate trade with Iran? 

And what effect could it have on United States companies cur- 
rently not trading with Iran? 

The total trade embargo called for in the bill would of course pri- 
marily affect Iran's oil exports. In 1994, Iran exported about 2.6 
million barrels a day of oil at the value of approximately $13 bil- 
Uon. Some 600,000 barrels per day of these exports, worth some- 
thing like $3V2 to $4 billion, were purchased by a number of United 
States companies for refining, resale, or trading outside the United 
States. These transactions are legal, as we all agree, under the ex- 
isting United States trade embargo on Iran and are publicly re- 
ported. Yet, they seem to be the principal stated motivation for the 
proposed tightening of the embargo in S. 277. It is assumed that 
it is something like a loophole in the existing law. 

There have been frequent references to the large sums of money 
paid by United States oil companies to Iran, presumably strength- 
ening the existing regime. Now there is no douht that if Iran lost 
25 percent of its oil exports, its economy would he weakened. 

However, the implied assumption that if United States compa- 
nies could no longer purchase these volumes, Iran's oil export vol- 
ume and value would decline substantially, is not borne out by the 
facts, as we see them. 

The reason is the same that caused Iran very little harm follow- 
ing the reinstatement of the United States import embargo in Octo- 
ber 1987; namely, no other country joined the United States embar- 
go and a unilateral embargo of a globally traded, fungible commod- 
ity is by definition ineffective. 

The United States Administration at the time was fully aware of 
this. Secretary John Herrington, Secretary of Energy at the time, 
said that the embargo would have little practical effect on stem- 



^obyGoo»^lc 



25 

ming Irein's crude oil exports unless there was a large-scetle co- 
operation from other countries. 

As we know, there was none. There is currently no indication 
that any oil-importing country has any intention to change its posi- 
tion on Iraniein oil imports. 

From an economic point of view, this refusal to impose an embar- 
go on Iran is, in fact, a rational posture for an oil importer, if you 
just look at the economic aspects. With Iraqi oil exports still barred 
by the U.N. Security Council and with most OPEC members ap- 
proximately maintaining their assigned production quotets, the 
world oil meirket is in rough balance at current prices. 

Any substantial extraneous supply reduction, such as an effective 
multilateral embargo of Iranian crude oil sales, would inevitably 
raise world oil prices, which would obviously not be in the interest 
of einy oil-importing country. 

Another reason that the European Community and Japan, the 
principal importers of Ireinian oil, remain unwilling to curtail Ira- 
nian oil imports is that Iran is a major export market for these 
countries, even today. 

In 1992, Europe exported some $13 billion worth of goods and 
Japan, $2 billion to Iran. Our exports to Iran are well under a bil- 
lion dollars. I think it's $300 or $400 million right now. 

Thus, while passEige of S. 277 might cause a very short-term dis- 
location for the 25 percent of Iran's oil exports bought by United 
States companies, the world oil market would quickly redistribute 
Iranian oil to other markets and customers and restore any tem- 
porary imbalance. 

The fact that Iranian oil is a mainstream crude so that most re- 
finers around the world can readily process it and exchange it with 
other oils, is also a positive factor in redistributing the United 
States companies' shares, if they should be lost. 

To sum up this part of my testimony, the escalation of the exist- 
ing United States trade embargo on Iran would have no measur- 
able sustained impact on the Iranian economy, largely because 
other oil-importing nations will not actively support it, as they 
have not done in the past. 

Now, let us examine what the proposed embar^ would do to 
United States companies currently engaged in the Iranian oil 
trade. 

In the broadest sense, it would be a mirror-image of the bill's im- 
pact on Iran. The Eiffected companies would have to switch to non- 
Iranian supply sources for the oil that they now lift from Iran. 

The United States companies, however, would not be indifferent 
to being denied all commercial access to Iran, currently the world's 
second largest oil exporter, while their foreign competitors main- 
tain unrestricted access. 

United States oil companies are already handicapped vis-a-vis 
their foreign competitors by the exclusively United States prohibi- 
tion on all trade wiUi Libya, the principal oil supplier in the Medi- 
terranean Basin. 

If Iran were to be added to this restriction, it would further re- 
duce the United States companies' international logistical flexibil- 
ity, and would at times prevent them from making optimal trading 
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that they do in the international oil trade, which is very flexible. 

All of this would put United States firms at some unquantifiable, 
but, at times, signiiicant, disadvantage with respect to their non- 
United States competitors. 

In other words, United States companies are likely to be more af- 
fected by this bill thfin its intended target, the Iranian economy. 

Next, I would like to discuss the definition in S. 277 of the Ira- 
nian properties with which United States firms would be prohibited 
to deal. 

S. 277 defines such property, if I understand it correctly, as one 
in which any Iranian national has any interest. This could prevent 
United States participation in any foreign venture in which an Ira- 
nian national or business firm has even a fractional interest. 

Under certfiin circumstances, this definition might enable the 
Iranian government, or a private Iranian firm, to block United 
States participation in a project outside Iran by acquiring, or 
threatening to acquire, a nomintil share in the project. This would 
obviously be an incentive for abuse. 

A potential actual case is a major oil project in Azerbaijan, in 
which four United States companies have a 39-pen:ent interest and 
Iran has been offered a 5-percent share by the Azerbaijani state oil 
company. 

The United States State Department is on record as opposing the 
Iranifin participation, but has acknowledged that under current 
law, United States compeinies are free to invest in the project. 

Would passage of S. 277 prohibit such an investment? If it does, 
it could either cause Azerbaijan to revoke its 5-percent offer to Iran 
in order to retain the 39-percent United States peirticipation or it 
could force the United States companies to withdraw from the 
project with their shares probably going to other Western partici- 
pEints. 

But regardless of whether United States companies would actu- 
ally be blocked by S. 277 from participating in these or other 
Erojects, the bill itself would create an additionsil risk factor for 
Tnited States companies operating or planning to operate in re- 
gions where Iran has some politicEU and cultural influence, such as 
the Persian Gulf or the newly independent countries adjacent to 
Iran. 

Non-United States companies would not have to consider this 
risk factor in calculating the potentifil attractiveness of an invest- 
ment in these regions. This, again, could put United States compa- 
nies at a competitive disadvantage. 

My last point is a brief comment on some recent editorial opin- 
ions about United States oil companies doing business with Iran. 

The point was made that the purchase of oil from Iran was a le- 
galistic subterfuge, or a loophole, to get around the prohibition on 
the Iranian oil embargo. 

Actually, the Presidential Order of October 28, 1987, clearhr lim- 
ited the ban to imports from Iran. Government officials confirmed 
at the time that foreign affiliates of United States firms were free 
to hfindle IreiniEin oil Euoroad. 

Thus, the United States companies have clearly acted within the 
letter as well as the intent of the law. 
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Some editorials have argued, however, that United States compa- 
nies should have put the national interest before their business in* 
terest and ceased lifting Iranian oil even for foreign destinations. 

I believe this is a misreading of the role of private business in 
our society. Private companies are not qualified to msike national 
policy decisions. 

Furthermore, if an individual company did so, it would likely 
find that some of its competitors were not following its path, which 
could hurt its eeu-nings, vis-a-vis the other companies. A consulta- 
tion with its competitors to shape a common policy may well be 
considered an act of collusion, which of course is illegal. 

Thus, companies should do what is in their best economic inter- 
est while the Government should set the rules under which they 
operate. 

Iliank you very much, Mr. Chairman. 

"Hie Chairman. Thank you, Mr. Lichtblau. 

Mr. Stinson. 

STATEMENT OF J. MICHAEL STINSON, VICE PRESIDENT, 
CONOCO INC., HOUSTON, TX 

Mr. Stinson. Thank you. Chairman D'Amato, and Members of 
the Committee, for giving us the opportunity to testify before you. 
My name is Michael Stinson. I'm vice president of Conoco Inc., a 
United States-based company headquartered in Houston, Texas. 

Most of my testimony today will focus on the recently terminated 
agreement with the Nationfil Iranian Oil Company. That covered 
our development of two fields offshore Sirri Island in the Persian 
Gulf. 

As the Committee is aware, and Mr. Chairman, you stated ear- 
lier, this negotiation has been going on for some 3 years. Hirough- 
out the negotiation process, I want to make it clear that Conoco en* 
deavored to ensure that the project would be fully in compliance 
with United States law, aad the agreement was entirely lawful at 
the time negotiations were concluded. 

Additionally, Mr. Chairman, as you suggested, we did contact 
United States Government officials in Dubai, Kuwait, London, and 
Washington, concerning the fact that this negotiation was going on 
and, indeed, giving them status reports periodicEilly. 

This is according to our normal policy. We're very open with the 
United States Government. It helps us in many areas of the world. 
We think our commercifil viewpoint is sometimes valuable to them 
as well. 

The White House, ai^r the agreement was announced that it 
had been made, clearly stated United States policy towEuxi Iran and 
that they would oppose the transaction. The White House subse- 
quently announced the President's intention to issue an Executive 
Order prohibiting such transactions, cmd following the announce- 
ment, as you yourself noted, we withdrew from the project. 

Before addressing the specifics of the project, I want to put it 
into a r^onfd and strategic context. 

The Auddle East will supply the world's petroleum needs in 
growing proportions in the long-term future. A strong presence in 
the region is one of the most strategic objectives Conoco and mcuiy 
other companies can pursue. 
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Finally, Iran, which has enormous petroleum reserve potential, 
was considered, and still is considered, to be one of the petroleum 
provinces of the highest interest. 

The undeveloped fields in the Iranian southern offshore area, 
such as Sirri, also offer a potential gas supply to Dubai. This was 
an important feature of the transaction for them and for us. 

The commercial interests of Dubai would have been well-served 
by this project. 

International competition also played a role in the course of 
these events, Conoco and other American energy companies face in- 
tense and highly capable foreign competition. Petroleum tech- 
nology, which was concentrated in the United States in the late 
1940's and 1950's, is now available from Europe, Asia, and else- 
where in the world. And we can no longer count on having a com- 
petitive advantage based on our national origin or our tedmology, 
even though in Conoco's case, and many of our competitors from 
America, it is first-rate. 

In fact, we increasingly face sophisticated, well-financed, national 
and private companies heavily supported by their governments. 

And I'll discuss a little bit later how heavy the competition was 
from the French company. Total. 

Conoco's interest in the project was heightened because of the lo- 
cation of the fields. My statement to the Committee has two maps 
attached. But they show that they are within eyesight of existing 
offshore fields in Dubai operated by Conoco — ^we've been there for 
some 30 years — and production in those fields is mature and Con- 
oco needs new production sources in the area to sustain its oper- 
ations and indeed, its employment in Dubai over the coming years. 

So, clearly, we've been looking for opportunities. In addition, the 
government of Dubai, which we serve with energy, is seeking addi- 
tional sources of natural gas to support its power, cement manufac- 
turing, and aluminum manufacturing industries. Gas production 
from these fields would have been ideally suited for them. 

We were concerned about security — no question about that. With 
operations based in Dubai, in this case, and with our operations in 
Iran being totally offshore, our employees would have little oppor- 
tunity to be involved on Iranian soil. 

Most of the equipment, we think, would have also come from 
Dubai, much of it through American companies, both in terms of 
equipment and construction services. 

We felt in many respects that this was an ideal kind of commer- 
cial project for us to pursue, in short. 

As I said, negotiations continued for 3 years. We know that at 
least one foreign competitor. Total, also strongly competed for the 
project right up until the last, and perhaps even today. In fact, 
Conoco was told that French President Mitterand personally tele- 
phoned President Rafsanjani to lobby on behalf of Total. Other Eu- 
ropean and Japanese companies have also discussed the project 
with NIOC, 

I'm convinced if Iran wishes to go ahead with the development 
of these fields, there is no doubt that it will be able to do so. 

After we reached agreement in the early morning hours of March 
5, Conoco and NIOC proceeded with the post-agreement process. 
TTie agreements were made subject to the approval of both Boards 
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of Directors and called for us to do a fairly simple job of offshore 
drilling and the construction of a pipeline system to take the gas 
to Dubai. 

It would have cost roughly $600 million to do the project and, as 
I've said, we believe that quite a significant proportion of ihat 
money would have been spent here in America for equipment. 

As I've said, at the end, it was lOO-percent consistent with appli- 
cable U.S. law. In fact, statements by the State Department and 
the White House have acknowledged periodically that the project 
was legal. 

As a globfil energy company, Conoco is very famiUar with laws 
and regulations governing transactions with foreign countries and 
we have striven to ensure that this project, like all of our activities, 
would comply with sill of these laws. 

Specifically, we understood that no Ininian crude was to be im- 
ported into the United States. No credits were to be extended to 
the Iremian government or to NIOC. And Conoco certainly under- 
stood its obUgation not to export any sensitive technologies to Iran, 
either under this agreement or Einy others. 

Indeed, eis I said, much of this equipment would be exported 
from the U.S. under existing laws. But it also could have been ob- 
tained off-the-shelf in Europe and Asia. 

As I noted slightly earlier, Conoco's long-standing practice has 
been to keep the U.S. Government fully informed of its key current 
and prospective international operations. 

And Mr. Chairman, that even extends to places that are friendly 
and long-standing allies, like Great Britfiin. 

We typically consult with the economics officer or other appro- 
priate officials, including the politicEil officers in embassies. 

As I mentioned earlier in passing, the U.S. Government has been 
very helpful in many cases in the past to us. I wanted to make a 
note and extend a compliment to the Administration for the help 
that they have extended to us on our Polar Lights project in Rus- 
sia, for example, in Arctic Russia. Officieils from the Administration 
have been highly supportive of the effort to implement that project. 

Somebody else on the panel noted, but it's certainly true, we are 
an energy company, we're not foreign policy experts. We believe 
that part of the role of a good corporate citizen is to be sure that 
the countries we serve and, first and foremost, the U.S. Govern- 
ment, and their foreign policy experts, are informed of projects of 
interest to them. 

We had meetings, as has been noted, starting in 1991 and occur- 
ring throughout this process in Dubfti, KuwEiit, and London, as well 
as Wftshington. 

Those negotiations in the early stages, necessarily, were less de- 
tailed. But it was clear by the end of 1994, that Conoco was one 
of two finalists for this project, the other being Total, and that a 
definitive agreement could be executed in eEirly 1995. 

Mr. Chairman, we had fully expected to be able to provide addi- 
tional briefings to the government prior to our public annoimce- 
ment of the agreement. We thought after the signing, that no an- 
nouncement would be made for a week to 10 days, Dut were sur- 
prised by the very rapid approval of the Board of NIOC and the 
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subsequent announcement by NIOC tbrougb the Iranian News As- 
sociation that the deal had been consummated. 

However, Conoco representativeB, including myself, went ahead 
with briefings at the earliest opportunity, which was last week. 
These ofHcials advised Conoco at the time that the project would 
be inconsistent with current U.S. policy initiatives. 

I don't think a statement of the sort that Secretaiy of State 
Christopher made in Tel Aviv, for example, on March 9, 1995, 
could have been misinterpreted by the company. It was a very 
strong indication of policy. Then, subsequenuy, the White House 
advised us of the President's intention to issue an Executive Order. 

The agreement, as I've noted, by its own terms, was not final 
until our Board of Directors had approved it. In light of the Presi- 
dent's decision and the Executive Order, it will not be approved, as 
has been stated to the press, and the project will not go forward. 

I want to thank you again, Mr. Chairman, for this opportunity 
and I suppose all of us will be happy to answer questions. 

The Chairman. Mr. Stinson, let me ask you, when did Conoco 
first discuss this project with the U.S. Government or Government 
officials? 

Mr. Stinson. We opened an office in 1991 in Dubai to target op- 
portunities in the Middle Eastern region. Iran was clearly one of 
the places we thought had commercial promise. And on the occa- 
sion of the decision to open that office, the manager of it came here 
to Washington to talk about the possibility of operations in Iran 
and other places in the Middle East. So that was the first contact. 

The Chairman. Was that at the end of 1991? 

Mr. Stinson. I don't have a precise memory, but, no, I don't 
think so. As I remember, I believe it was more like mid-1991. 

llie Chairman. Mid- 1991? Now, was the Government continually 
advised of the progress that you were making? 

Mr. Stinson. It was, Mr. Chairm2m. As I sEud, this was a 
legal 

The Chairman. I am not questioning that. As a matter of fact, 
I think, if anything, it is not ffiir to any company who openly goes 
to the Government, advises our Government as to what their intent 
is, and pursues a course and is led to believe that they should move 
forward and there are certainly no objections. 

Were any objections raised during the course of the 4 years to 
this project? And at what level did tffis take? 

Did you meet with members of the State Department? 

Mr. Stinson. We typically met with members in the Dubfd con- 
sulate. 

The Chairman. That's the U.S. consulate. 

Mr. Stinson. ITiat's the U.S. consulate in Dubai, yea, sir. The 
KuwEuti — our Embassy in Kuwait, our Embassy in London, and in 
at least one or more of those meetings, there were representatives 
from the State Department in Washington present. 

The Chairman, when did you advise them that you were actively 
negotiating for the construction of a gas facility on the Iranian is- 
lands or on the isltmds in question, and that you would be supply- 
ing gas from them? When did you do that? 

Mr. Stinson. If you'll permit me, the point I was going to make 
earlier about the legality of the thing, we felt it was legal and 
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therefore, the approaches to the U.S. Government were purely vol- 
untary. They were to help us and to help them. 

The Chairman. I understand that. 

Mr. Stinson. We didn't keep a precise record of it, is my point. 
Certainly, the first meeting that I went to where it was clearly laid 
out what we were doing was in Kuwait, at the embassy, right at 
the end of January 1994, and the first 2 or 3 days of February 
1994. 

The Chairman. Now, in January and February of 1994, with 
some detail, you indicated the kind of project that you were looking 
to build. Is that correct? 

Mr. Stinson. Yes. We indicated that we were intending to try to 
achieve a contract to develop a couple of fields in southern offshore 
Iran, yes. 

The Chairman. Did you receive any information that would lead 
you to beheve that, notwithstanding that it was legal, that you 
could pursue this course legally, but that our Government was op- 
posed or had any difficulty with you going forward? 

Mr. Stinson. Until very recent weeks, Mr. Chairman, the typical 
response, and I will have to paraphraae it, obviously, is the United 
States would prefer that you not do this deal. It is cleeirly legal. 
And you should recognize that you will be investing your own 
money and taking your own risks m working in Iran. 

The Chairman, when was that attitude expressed to you? 

Mr. Stinson. The first time to me in Kuwait. 

The Chairman. That was in 

Mr. Stinson. That was in September 1994. 

The Chairman. So in Septemoer 1994 

Mr. Stinson. Excuse me. I'm sorry, Mr. Chairman. It weis in 
Jfinuary 1994. 

The Chairman. OK In January and February, I believe you 
mentioned, in 1994. 

Mr. Stinson. That's correct. 

Tlie Chairman. When you advised the State Department, 
through its Embassy people in Kuwait, that you were proceeding 
to negotiate the construction of this facility. You were advised by 
the State Department that while it was legal, that the Government 
was not hapOT or supportive of this. 

Is that it? You say it in your words. I want to get this — don't let 
me paraphrase from you. You tell me. 

Mr. Stinson. To paraphriiBe, it was the typical message and this 
was not the only time we received it. 

"The Chairman. What was the typical message? 

Mr. Stinson. We would prefer that you not do the project. How- 
ever, it is legal, definitely. And you must realize that you will be 
risking your own money and taking your own investment risk in 
doing so. 

The Chairman. OK All right. I think that's important for the 
record. 

Mr. Lichtblau, do you feel that an economic embargo, including 
oil as it relates to Iran, would not be in our national interest, given 
the manner in which Iran is conducting herself? 

Mr. Lichtblau. It may well be in the national interest politi- 
cally. What I'm saying is that, economically, it would not hurt Iran, 
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but it might hurt the American companies that are now Ufting Ira- 
nian oil. 

You have to weigh that against the political, noneconomic as- 
pects. 

So I really cannot state that it's necessarily agEtinst our interests. 
All I can say is that the impact might fall more on companies that 
are now limng Iranian oil than on the Iranian government, under 
the assumption, and I think it's correct, that no other country ia 
likely to join the United States in tightening the embargo. 

The Chairman. Senator Sarbsines has joined us and 1 know hell 
have a statement and/or some questions. 

I'm going to ask that when it comes back to me, that same ques- 
tion of the others on the pEinel. But I would make this observation. 

It seems to me that tnat is always a judgment in all of these 
cases in which we take economic action, in that we can never hope 
to have any impact without us first starting and attempting to get 
our allies to join with us, rect^nizing that in some cases, we may 
have no success and/or limited success, but that if we don't start 
and if we say one thing and obviously permit another course of con- 
duct, which I beheve nas been taking place, we are then looked 
upon as people who are disingenuous. And indeed, other govern- 
ments say to us, you ask us to do certain things, but here you are 
countenancing a pohcy which, in effect, permits your companies to 
do business. While you say not directly, the impact is they are. 

I appreciate your answer, Mr. Lichtblau, that at least you said, 
look, that is a policy decision. Economically, you don't see great im- 
pact, but it is a governmental policy dedsion and it has to oe taken 
overall. And I applaud you at least 

Mr. Lichtblau. In 1987, and the fact that no country followed^ 
at the time, we were hoping for the same thing, that we would be 
the first one to block imports of Iranian oil and that some of the 
European countries would follow. None of them did. In fact, some 
of these countries are now expanding trade with Iran. 

The Chairman. That all gets down to a mattor of, and even 
though that's a previous Administration, how serious are Adminis- 
tration efforts? Have we really looked to — and in the past, I would 
say, too, there have been some areas where we have really em- 

Eloyed our diplomatic-governmental interrelationships with our al- 
es and we've been quite efTective. 

We caa only be effective if we're really working at it. And you 
don't do that openly. You don't challenge people openly. You do it 
diplomatically, quietly, working together. 

I have not seen previous Administrations undertake that as I be- 
lieve they could. I think it's about time. 

I commended the Under Secretary for being very candid in say- 
ing, we're looking at this. I think Senator Paircloth posed a fair 
question in how long do we look at this? Sometimes it's easier — 
we all so through this in Ufe — ^in putting ofT decisions, particularly 
when tbeyre difficult, particularly when we have other problems 
that we're facing. 

It seems to me that this is one of those in which we have done 
this. 

But in light of what is taking place today, it seems to me t^t 
it is extraordinaiy for us to continue this and be blinded by the re- 
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aUties of how the Iranians are conducting themselves in the inter- 
nationeil arena, in terms of the terrorism that they are supporting, 
in terms of the upheavEil that they are attempting to create, not 
only in that area of the world, but in others. 

I think it's a fsiir question—do we just continue to study? 

Senator Sarbanes. 

OPENING COMMENTS OF SENATOR SARBANES 

Senator Sarbanes. Thank you, Mr. Chairmfin. 

Mr. Stinson, I'm a little confused by your testimony and Td like 
to proceed along the path of the questioning that was put to you 
by the Chairman. 

I'm not quite clear. Did Conoco understand more or less through- 
out ^6 period thai the desil would be against United States policy? 

Mr. Stinson. No, sir, not against Imited States policy. It was 
just expressed as we'd rather you not do this. In no instance did 
we get a policy statement that was clear. Under Secretary Tamoff 
expressed it in his testimony— it was immediately clear that it had 
to he prevented. 

We never heetrd Einything Einywhere close to approaching that. It 
was always at the other extreme. 

Senator Sarbanes. You're surprised by this reaction. 

Mr, Stinson. Absolutely, yes, sir. 

Senator Sarbanes. Well, now that's interesting. Does Conoco or 
its subsidiaries or aftiliates currently have economic dealings with 
Iran? 

Mr. Stinson. No, sir. 

Senator SARBANES. Of no kind? 

Mr. Stinson. No kind. 

Senator Sarbanes. How about your overseas subsidiEu-ies or af- 
fihates? 

Mr. Stinson. None that I know of None within Conoco that I 
know of. 

Senator Sarbanes. Do you purchase oil from Iran? 

Mr. Stinson. No, sir. 

Senator SARBANES. Your overseas subsidieiries or afliUates? 

Mr. Stinson. No, we do not. 

Senator Sarbanes. Now, the consequence of all of this, particu* 
larly if the Chairman's bill passes, is that there will be no deaUngs 
whatever with Iran. Is that correct? 

Mr. Stinson. That's our interpretation, yes, sir. 

Senator Sarbanes. You didn't foresee tiiat that might happen? 

Mr. Stinson. Well, of course, we knew that Chairman D'Amato 
had had this bill before, or had been inserted into the system be- 
fore. So there was always a recognition that the poHct toward Iran 
might change dramatically and/or the law toward Iran might 
change dramatically. But we did not think that it would change 
within the next 2 or 3 years, frankly, sir. 

Senator Sarbanes. There was no concern within the Conoco 
ranks that would precipitate the situation you precipitated? 

Mr. Stinson. Well, we 

Senator SARBANES. I mean, no one sat around a table and SEiid, 
well, you know, now Chairman D'Amato has been interested in this 
problem. In fact, I think this legislation has been pending. 
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The Chairman. Yes. The Senator is right. This legislation did not 
come about as an outgrowth of Conoco. We had no idea. 

It came about 

Senator Sarbanes. Before 

The Chairman. Yes, well before. 

Senator Sarbanes. And Administrations — 1 take it the Bush Ad- 
ministration, as well as the Clinton Administration — had expressed 
concern about your moving Eihead. Is that correct? 

Mr. Stinson. That would be correct, Senator, at least in our in- 
terpretation. 

Senator Sarbanes. But you went ahead. Now what was your as- 
sumption to move ahead? 

Mr. Stinson. We £ire guided by law. 

Senator Sarbanes. I understand that. Technically speaking, as a 
legal matter, the way the law weis written, Conoco could move 
ahead on this issue. But people had expressed policy concerns to 
you about it and, of course, there was legislation around that goes 
actually further than the Executive Order. 

What was the ceilculations from Conoco? Did you give no thought 
to any of this? 

Mr. Stinson. NIOC announced it unexpectedly so quickly. We 
had wEinted to come to Washington, discuss it before our board of 
directors acted to sanction the project on behalf of our company. 

Senator Sarbanbs. Why do you think NIOC acted so precipi- 
tously? 

Mr. Stinson. I don't know. Senator. 

Senator Sarbanes. What's your speculation about that? Did it 
enter into your mind? 

Why were you caught out, as it were? I guess that's in a sense 
what you're saying now. Is that right? 

Mr. Stinson. That's correct. We were surprised by that an- 
nouncement, the timing of it. 

Senator Sarbanes. Why do you think it happened? 

Mr. Stinson. I don't know, but I speculate that they were Etnx- 
ious to send a message. 

Senator Sarbanes. You didn't anticipate that they might do 
that? 

Mr. Stinson. No. 

Senator Sarbanbs. You just got caught in the trap. 

Mr. Stinson. At the time ^e contract was signed, we had oe- 
pected that it would be a week or more before NIOC's Board ap- 
proved it. We thought that we had that time at the minimum to 
discuss it. 

Senator Sarbanes. To avoid that trap, why didn't you come be- 
fore you signed it? 

Mr. Stinson. Well, I have no precise answer. The signing came, 
the scheduling of the signing csaae rather quickly and the logistics 
of just doing that was a fairly good challenge. 

Senator SARBANES. Well, that timetable was also speeded up on 
you. Is that correct? The signing, let alone the subsequent approval 
by the NIOC Board. 

Mr. Stinson. No, sir. 
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Senator Sarbanbs. Did you find yourself in a situation where all 
of a sudden, this thing, the signing, moved much faster than you 
had ELnticipated? 

Mr. Stinson. Shortly after the first of the year, we anticipated 
that this could be done in the first of March, the first part of 
March. However, we were still in intense competition with Total, 
BO we didn't know that. 

By the time we got to mid-February and the Petroleum Minister 
said that he did want us to come to Tehran and did want us to sign 
it, or at least finalize negotiations on March 4, we had a logistical 
problem of our own to clear the decks to go there and finish the 
negotiations. 

At that time, the negotiation was not finished. 

Senator Sarbanes. Why would you go to sign it without checking 
it out, but assume in your mind that once you signed it, you'd come 
back and check it out? 

Why wouldn't you check it out in the first instance? 

Mr. Stinson. Well, we did notify the Dubai consulate that this 
thing was getting more and more probable. So it wasn't that we 
were hiding it from the United States Government. We had no obli* 
gation to meet with them and discuss it. It was, again, purely vol- 
untary. 

"Die timing of it was such, as we thought when we got the agree- 
ment fixed and we knew precisely what the terms were, then was 
the time to discuss it with subsequent people, including our own 
Board of Directors. 

Senator Sarbanes. Did you think the terms of the agreement 
would have any influence on the view of the United States Govern- 
ment on the policy question? 

Mr. Stinson. Could you ask that agfdn, please? I'm sony. 

Senator Sarbanes. Did you think that the terms of your agree- 
ment would have any impact on the views of the United States 
Government on the policy question? 

Mr. Stinson. No, sir. 

Senator Sarbanes. So why would you not have discussed the pol- 
icy question before you signed it? 

Mr. Stinson. Well, we did at earlier meetings. We simply didn't 
at the precise time the contract was going forward — ^we thought we 
had a contract that would probably be acceptable under currdnt 
U.S. policy. It turned out that it wasn't. 

Senator Sarbanes. Why did you think it would be acceptable? I 
thought every indication you'd gotten was that there was deep con- 
cern about this. 

Mr. Stinson. Current policy 

Senator Sarbanes. And the Iranian government had not changed 
any of its practices. I mean, I can understand, you might be talking 
to them, since, as the President said in his statement, we have 
worked energetically to press the Government of Iran to cease this 
unacceptable behavior. And he previously listed aspects of this \m- 
acceptable behavior — support for international terrorism, efforts to 
undermine the Middle East peace process, the acquisition of weap- 
ons of mass destruction, and the means to deliver them. 

Now it's possible over this period when you were talking that 
they might have changed their behavior on some of these impor- 



^obyGoo»^lc 



tant matters, which would have cast your agreement in a different 
light. But none of that happened. In fact, they were increasingly 
concerned about the behavior. But why would you think that it was 
on the right side as far as the policy ledger? 

Mr. Stinson. Over the past several years, United States policy 
has been such that it permitted certain kinds of trade with Iran. 
We thought that the project that we were scoping fell within the 
range of the permittable trade with Iran. 

We turned out to be very wrong on that subject and changed. 

Senator Sarbanes. You were being told the contrsuy, as I under- 
stood the testimony before. In these meetings, concern was ex- 
pressed to you about this agreement. 

Mr. Stinson. Yes, sir. And when somebody says they prefer that 
you not do it, but it's legal, that is not a clear statement, as we 
have now received, of United States Government poHcy. 

We have many instances where we've had clarification of United 
States policy that has been unequivocal. 

Senator Sarbanes. Well, now, why were you going to come to 
Washington after you signed the agreement? If you thought that 
these statements were not enough to warn you on of it, vmy were 
you going to come to Washington and ask about it? 

Mr. Stinson. To do the United States Government the courtesy 
of describing the deal before it was approved by our Board of Direc- 
tors. It was a courtesy. We know that Iran is a sensitive area. We 
thought we were within policy. We knew we were within law. 

Senator Sarbanes. And you thought you'd get here and in effect 
get this final review of it, and I guess you assumed clearance be- 
fore the IiEinians would move and approve it. Is that right? 

Mr. Stinson. No. The Board approvals were not hiuced in time. 
They could have approved it before or afler our Board. 

It turned out that they approved it before we did. 

Senator Sarbanes. It was not what you expected. 

Mr. Stinson. We didn't have an expectation on that. 

Senator Sarbanes. I thought you told me that they speeded it up 
and you were surprised by that. 

Mr. Stinson. Yes. But they had not obligated themselves to a 
timetable. Iliey merely said that it would be subject to their Board 
approval. 

Senator Sarbanes. You're being veiy literal with me, Mr. 
Stinson. Just like your earlier testimony about, well, it was legal, 
and then we got into the policy questions. 

You're being very literal now. 

You, in effect, were surprised by how the Iranians handled this 
matter. Is that correct? 

Mr. Stinson. Not how, but the speed of it, yes. 

Senator SARBANES. Well, that's what I mean by how. And the 
speed with which they handled it foreclosed the review that you ex- 
pected to take place here in Washington. Is that correct? 

Mr. Stinson. We went ahead and had the review. It's just that 
the deal was well within the public view by that time. We did not 
expect that to be the case. 

The Chairman. I think Senator Saibanes has pursued an area 
that we can only speculate. And that is, why did tne National Ira- 
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nian Oil Company make that announcement as quickly as they 
did? 

I'm going to Eisk the panelists to speculate. And I admit, it's spec- 
ulation. It seems to me that if they can announce a significant 
agreement with a major U.S. oil producer, that they have scored 
a great coup. 

I don't know in terms of publicity-wlBe, in terms of sending a 
messEige throughout the world that it is okay to do buBiness and, 
indeed, the United States of America and a major corporation is 
doing business and has entered into a veiy significftnt arrange- 
ment. 

And so, that might explain exactly why they did this. It seems 
to me that the Atuninistration and the President should be com- 
mended for sending out very clearly another signed, and Conoco 
and its board of directors, from saying, wait a minute. That's not 
the case. Because what we do in reality does have impact through- 
out the world. 

It may not dissuade others from tiTing to fill the gap as it relates 
to buying that oil and distributing it. But I'd suggest to you that 
if we don't start at some point lq time with a government that is 
doing everything that it can to break up the peace process, to sew 
the seeds of terrorism and destruction ia that area of the world £uid 
throughout, that no one is ever going to join us and think that 
we're real in that effort. 

Mr. Clawson, why do you think the National Iranian Oil Com- 
pany moved as quickly as they did? Do they view the Iranians as 
a propaganda victory? 

Mr. Clawson. Well, sir, I've had the pleasure of reading three 
Iranian newspapers every morning for the last 15 years. 

The Chairman. You read three Iranian newspapers. And I 
thought I was sick. 

[Laughter.] 

Mr. Clawson. Any time that there's a deal with an American 
companv announced, there's substantial opposition within Iran to 
such a deal. 

The Iranian press coverage of this deal stressed that Conoco was 
a Dutch company or, indeed, it was the Dutch subsidiary that was 
involved in this deal. I think that the NIOC quite properly antici- 
pated that there would be substantial domestic political opposition 
inside Iran to this arrangement because it was with an American 
company. 

I would therefore speculate that the NIOC board acted quiddy 
because this deal would have raised substantial opposition within 
politicEtl circles in Iran. 

The Chairman. I don't follow that. If it would have raised signifi- 
cant opposition within Iran, then why did they want to announce 
it? 

Mr. Clawson. ITiey wemted to get it over with quickly. It's a fait- 
accompli. So, therefore, the Iraman political circles wouldn't kick 
up a storm about it and tiy and kill it. 

The Chairman. Oh, they act differently than our political proc- 
ess, which is delay. 

[Laughter.] 

The Chairman. Mr. Timmerman. 
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Mr. TiMMBRMAN. Mr. Chairman, I have no doubt that the NIOC 
announced this deal in an extremely accelerated fashion to impact 
on your pending legislation and to prevent a tighter series of trade 
restrictions from Washington. 

As Mr. Clawson has said, I also read the IrEinian press, but from 
the United States Government source in translation. Clearly, they 
watch everything that is being said here in Washington. Tehran 
watches legislation. They are extremely concerned by S. 277. They 
are very worried about the psychological impact a cut-ofT of trade 
with Iran will have. They're worried that this could in fact create 
a drop in the rial, the Iranian currency, and indeed, severely dam> 
age the poUtical prospects of this regime. 

So, yes, I beheve clearly that the Iranians announced this deal 
to be Ed>le to impact on your legislation find to prevent it. 

The CHAmMAN. Mr. Lichtblau, do you have any comments? 

Mr. Lichtblau. I'm sorry. I'm sure that it was a political tri- 
umph for the Iranian government. There's no question about it. 

I don't know whether the government was fully aware of the 
United States Administration's opposition to this, which had not 
been public at the time. 

So it may not have been in response to this, but I think it foU 
lowed a very reasonable sequence — a private company interested in 
investing in Iran, did so, which was legal, and then the United 
States Government thought it was not in ^e national interest to 
do so and cut it off. 

Veiy frequently, this is what laws are about and this is what pri- 
vate companies are about. And I think they both played their roles 
and in this case, Conoco lost out. What they did until then was nor- 
mal. It's a very attractive project from the point of view of oil pro- 
duction. The world's oil is located in the Middle East, American 
companies, as was said before, have to get there. And Iran is one 
of ^e two or three major oil exporters in the world. 

But I c£ui understand why the United States Government did not 
want to proceed with it, and I think the sequence was as expected. 

The Chairman. Let me, before we wrap up, thank all of the wit- 
nesses Eind ask are there aay observations or comments that they 
would like to make as it relates to the legislation, as it relates to 
the events. 

Let's see if we can't limit them. But Mr. Stinson, we thank you 
for coming. 

Mr. Stinson. Thank you, Mr. Chfiirmau. No, I have no major 
comments, except to express appreciation for the opportunity to tell 
our story. Thank you. 

The Chairman. Mr. Lichtblau? 

Mr. Lichtblau. Thank you. No more comment. Thank you very 
much for inviting me. 

The Chairman. Mr. Timmerman? 

Mr. Timmerman. Yes. I'd just hke to emphasize, Mr. Chairman, 
that the United States has become Iran's first tradiiw partner be- 
cause of United States purchases of Iranian oil. And this undercuts 
our efibrts to impact on our allies and to get them to go along on 
a multilateral efiort. 

The Chairman. Mr. Clawson? 

Mr. Clawson. Yes. I would just suggest that 
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The Chairman. Dr. Clawson. 

Mr. Clawson. I would just suggest tiiat the importance of this 
legislation vastly exceeds its economic significance because there's 
tlK widespread expectation in Iran 

The Chairman. Psychological? 

Mr. Clawson. Absolutely. They really think that they are such 
an important country in oil markets, such an important market for 
our products, that eventually, we're goii^ to buckle. 

The Administration sfwkesmen have frequently stated that they 
have no opposition to regular commercial relations between United 
States companies and Iran. It's hardly surprising that Conoco was 
surprised by the reaction afler the deal was announced. 

Tnere are a VEiriety of other deals that are bein^ talked about at 
the moment involving Iran which the Administration is doing noth- 
ing to announce opposition about. 

Quite the contrfuy. So the Iranians feel that we will eventually 
buckle and they don't necessarily, therefore, take our strong words 
as seriously as they might. 

The Chairman. The Chair wants to thank all of the witnesses. 
If you have any other information that you want to submit to us 
or any thou^ts on the legislation, please feel free to do so. 

We stand in recess. 

[Whereupon, at 11:47 a.m., the hearii^ was recessed.] 

[Prepared statements and additional materials supplied for the 
record follow:] 
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PREPARED STATEMENT BY PETER TARNOFF 

Under Secretary of State for Poutical Affairs 
U.S. Department of State, Washinctton, DC 
Introduction 

Mr. Chairman, thank you for your welcome. I am pleased to partidpata In this 
hearing to examine one of our top foreisn policy priorities: Countering ODJectionable 
behavior on the part of Iran. We have led the world in pressuring Iran to cease its 
destabilizing activities. Our leadership is due in no small measure to the unity be- 
tween the Executive and Legislative Branches on this issue, 

Mr. ChainnaD. we share your concern about Iranian actions. 

ba his State of the Union, President Clinton unveiled a m^or counterteirorism 
initiative and pledged that his Administration would wage a strong and relentless 
campaign against international terra risna. 

By sending the Omnibus Counterterror 
Clinton signaled a m^or step forward in br 
tat oonspifBciea, ti^tening our visa and deportation laws, and providing new legal 
tools against fundraising by organizations that engage in terrorism. We will work 
with Congress on the issue of terrorism and want your support in passing this 
counterteirorism package as quickly as possible. 

In addition to the legislation, President Clinton acted unilaterally on January 23 
by signing Executive Order 12947. The Executive Order prohibits funding from U.S. 
sources for twelve groups that we have determined are willing to use violence to 
disrupt the Middle East peace process. 

On the diplomatic front, we are actively working with friendly governments in the 
Middle East to speak out forcefully when acts of terrorism occur; to shut down any 
private or public sources of funding for terrorist groups; and to take steps to stop 
organizational or public relations activity of groups involved in terrorism. 

We are fully conunitted to denying Iran the economic means to finance terrorism 
and to buy weapons of mass destruction. The regime in Tehran must pay a price 
for this type of behavior. President Clinton underscored American determination to 



block Iran just 2 days ago, when he announced an Executive Order to prevent Con- 
oco or any United States peraon fnim financing petroleum development projects in 
Iran. With this unilateral action, the United States Government broadcast to the 



world our seriousness of purpose in addressing the challenge of Iran. 
General Strategy 

The United States has serious concerns about specific aspects of Iran's policies. 
These include: 

■ Iran's continuing involvement in terrorism, particularly its political and financial 
support for terrorist groups seeking to undermine the Middle East peace process; 

• Iran's pursuit of weapons of mass oestruction and the means to deliver them; 

• Iran's efforts to subvert other governments; and 

• Iran's dismal human rights record. 

Our goal is clear: To press Iran to cease its destabilizing activities, and thereby 
reduce the threat to United States interests and to peace and stability in the region. 
Unable to convince the Iranian leadership to change their policies, we want the 
international community to impose a sufficiently high economic and political price 
on b'an because unilateral measures alone will not suffice. 
Unilateral Measures 

In 1993. the Administration conducted a thorough review of our unilateral efforts 
to pressure Iran. We surveyed each initiative to ensure it had an impact on Iran. 
We reaffirmed the importance of a comprehensive series of unilateral measures, the 
cumulative impact of^ whidi puts the United States at the forefront of the inter- 
n^ional community in pressuring Iran, Let me highlight the actions we have token 
to deny Iran resources: 

• We orohibit all arms- and weapons-related exports to Iran, 

• We nave adopted what is surely the industnalized world's most stringent trade 
control regime against Iran, 

• We prohibit the import into the United States of virtually all Iranian ^ds and 
services, including Iranian crude oil. The only exceptions to our ban on importing 
Iranian crude are sales that permit payment to Americans with claims against 
Iran. 

■ United States laws and regulations place comprehensive controls on the exports 
of sensitive dual-use items and tedinology to Iran. Exports to Iran of such cod- 
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trolled iteroa arc pmhibited, unlesB the transaction was entered into prior to Octo- 
ber 1992. 

• We deny any United States Government export credits, loan guarantees, or export 
insurance for Iran. 

• Similarly, we oppose and have blocked ell lending to Iran by international financ- 
ing institutions auch as the World Bank and Asian Development Bank. 

• And, of course, we do not provide any bilateral assistance to Iran. 

In addition to these unilateral measures. President Clinton has directed a com- 

Khensive campaign of political pressure against Iran. Secretary Christopher has 
n tireless in nis condemnation of the regime's actions. Just last week in Jerusa- 
lem, Secretary Christopher gave voice to XJ.S. outrage. He said: "^e feel that Iran 
is an outlaw nation, (iiat they have projected terror throuf^out this region, that 
the^ have sought to undermine the peace process. Wherever you look, you find the 
evil hand of Iran in this region." 

Secretary Christopher has raised Iran hi^ on our bilateral agenda in negotia- 
tions with his counterparts in key capitals such as Moscow, Tokyo, and Bonn. Two 
years ago, he created a specialized working group with the European Union and 
Canada which meets r^ularly to address Iran and its policies. In my own capacity 
representing the United States among G-7 political directors, I can assure you that 
Iran figures promioGntly on our agenda. In the last 2 years, the G-7 summit has 
publicly condemned Iran as a sponsor of terrorism. Iran is also a key component 
of our discussions with the Arab states that comprise the Gulf Cooperation Council. 
Last fall I consulted with these Arab leaders about our containment policy. The con- 
sistency and intensity of the American message about Iran is unmistakable in cap- 
itals across the world. 
Multilateral Maaaures 

If our policy of pressure on Iran is to succeed, the active cooperation of our allies 
is essential. The need for multilateral action to support this endeavor cannot be 
overstated. However, there are no binding U.N. or other multilateral sanctions di- 
rected against Iran — and considerable resistance in the international community to 
do so. Our efforts to pressure Iran depend principally on America's ability to per- 
suade our allies to adopt our approach. 

'Hiere is general agreement among the industrialized countries on the need to 
bring about a change in Iran's behavior, although there are differences on the best 
tactics to use to reach this goal. We have conducted discusaions with our allies on 
issues which will both win their support and have maximum impact on Tehran. 
These areas include arms transfers, dual-use technology, and orficial credit. We have 
made some progress in this regard. 

■ We have been able to significantly retard Iran's pursuit of weapons of mass de- 
struction. For example, most nuclear suppliers have assured us tnat they will not 
engage in any nuclear cooperation with Iran. Russia and China are notable excep- 
tions, although we remain engaged in discussions with Moscow and Beijing about 
this critical issue. These two governments agree with the objective of denying Iran 
nuclear weapons. As yet, however, they have not agreed to forego civilian nuclear 
cooperation under nonnal IAEA safeguards. We will press on with both govem- 

• We are working eflectively to thwart Iran's ambitious armament goals. We have 
succeeded in shaping a consensus among Western suppliers that Iran should not 
be able to buy weapons. As a result, Iran has been unable to acquire from the 
West all that it desires in advanced conventional weapons systems. 

• Last September, Russia joined this consensus when Prosiitent Yeltsin told Presi- 
dent Clinton that Russia would not enter into new arms contracts with Iran. The 
two Presidents also agreed on a framework for resolving the issue of Russian 
arms sales to Iran. Because Russia has been the major supplier of arms to Iran 
during the past 5 years, President Yeltsin's pledge is an important commitment. 

• We have abo gained a commitment from Western suppliers to exercise extreme 
vigilance when considering requests for exports of sensitive dual-use technology 
to Iran. This commitment is a valuable complement to our own comprehensive 
pn^ibitions on the export of sensitive goods to Iran. 

• Prohibitions on the sale of arms and sensitive dual-use technology to Iran are a 
key component of our ongoing negotiations to establish a successor regime to 
COCOM. For example, we have been engaged in active discussions with several 
govemuoents in Central Europe about their transfers of arms and sensitive dual- 
use technology to Iran. We have explained that we would be prepared to support 
Centra] Europeaji membership in tne new arms control regime once these coun- 
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tries have fiiUilled all of the criteriB for entry. These criteria include adopting re- 
sponsible export control policies. 

In the economic sphere, we have had succeBseB, as well. 

Tehran has not been able to obtoin foreign aid or signilicant new amounts of ofli- 
cial credits since 1993. And when our allieB have responded to Iranian requests, 
we have substantially diminished the pace and amount of that assistance. 
For example, our eflbrta with the allies blocked Iran's access to a multilateral 
Paris Club rescheduling of its official debt in 1993, and delayed subsequent bilat- 
eral reschedulinffB, The bilateral terms Iran obtained were less favorable than 
they would have been absent our eflbrta. 

' has Htill not released the second tranche of its development assistance loan 

1, now pending for more than a year. We will continue to stress in iA\ our 
contacts with the Japanese government the importance of denying further grants 
or credits to Iran. 
• Finally, as I mentioned, our strong opposition to World Bank lending for Iran con- 
vinoea the bank to postpone indennitely loan packBges for Iran. In 1993, for ex- 
ample, the U.S. obliged the World Bank to shelve plans to provide funding for a 
$1 billion major ofTshore gas development and injection project. 
Shortages in capital, assistance, foreign exchange, and equipment have prevented 
the Iranian government from making appropriate mvestments in its oil and gas sec- 
tor. Iran has thus lost the additional funds that would result from eflicient produc- 
tion of its oil and gas resources. Clearly, our policy has had a direct, negative impact 
on Iran. Yet we intend to intensify our discussions with other countries, stressing 
our common interest in preventing Iran from fulfilling its nuclear weapons ambi- 
tions, in thwarting Iran's efforts to sabotage the Middle East peace process, and in 
blocking Iran's exercise of terrorism and subversion across the globe. Our leadership 
has been cfTective, but we are not satisfied. We will seize every opportunity to 
strengthen and expand the cooperation of our albes in areas that are most impor- 
Unt to us. 

e consider unilateral measures, we need to be realistic about their c 



sequences. Today, American businesses do not have a monopoly in world markets. 
Comparable products are available from Europe and Asia. Otner factors also impede 
the willingness of industrialized nations to adopt our approach to pressuring Iran. 
Both Europe and Asia, for example, have a long history oftrade with Iran, 
NextPhSM 

I have dwelt at lensth on our eflbrts to contain Iran because it is important for 
us to appreciate the depth and range of initiatives, the considerable resources we 
have employed, and the complexity of the challenge. Given the importance of this 
issue, we regularly review our polity to ensure we are maximizing our resouices to 
pressure Iran. Indeed, we are doing so now and we welcome this onportunity to 
work toaether with you and the Congress to ensure that we accomplisti this impor- 
tant goal. 

The issue of American trade with Iran has been the focus of mudi discussion of 
late. Let me provide some perspective on the volume and nature of this trade. Ac- 
cording to the latest IMF statistics which record data through July 1994, we rank 
low in terms of exports to Iran in non-sensitive goods. Unlike other Western Koveni' 
ments, we do not subsidize our trade with Iran. American businesses that sell items 
such as soybean oil, frozen chickens, and auto parts to Iran receive hard currenty 
for their goods from Iranian businesses. Based on my experience with the G~7, I 
believe we will not be able to convince our allies to adopt prohibitions on trade in 
non-sensitive goods. So far, we have focused our eflorts on sustaining the effective 
G~-7 consensus on denying Iran goods that could be misused, such as weapons and 
sensitive dual-use technology. I would recommend that we maintain our focus on 
this critical sector. 

You may rightly ask, as we have asked ourselves, whether we should take addi- 
tional unilateral measures in an effort to counter Iran. We have considered other 
restrictions on American trade many times, and we are reflecting on them again 
today as part of the ongoing interagency review. As we do each time the Administra- 
tion considers using economic sanctions as a weapon of diplomacy, we are carefully 
weiring the costs and benefits to U.S. economic and security interests of such ini- 
tiatives. In all such cases, we also have to assess what the eflect will be on the tar- 
geted country and how actions taken by the U.S. will affect our ability to mobilize 
int«mationaf support for the strategy tnat we are pursuing. We are concerned that 
some unilateral restrictions could hurt Americans more than the government of 
Iran. Of course, we are currently analyzing the measures you have proposed, Mr. 
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Chairman, and kwk forward ta diBcussing them with you and the Coiiuiiitt«e in the 
days ahead. 

In addition, the Administration is considering the mle of U.S. business in other 
sectors. Last week's announcement that Conoco had struck a deal with Iran hi^- 
lif^ted a form of United States economic relations with Iran that had been dormant 
since 1979. This deal would have been the first m^or United States investment in 
Iran's petroleum sector sinoe the revolution. It was immediately clear to us that it 
had to be prevented, Iran's oil and gas production provides Tehran with the eco- 
nomic wherewithal to finance terrorism and buy weapons of mass destruction. 
American companies should not be making it possible for Iran to develop its oU and 
gas reaources as long as the Iranian government engaKes in this behavior. I would 
not rule out further actions as we review the feasibility and desirabibty of addi- 
tional unilateral restrictions on U,S. economic relations with Iran. 
Coneluaion 

Mr. Chairnum, the Administration looks forward to continuing the close collabora- 
tion the Executive Branch has shared with Congress on the Issue of Iran policy. You 
can depend on the President's continued leaderahip in pressuring Iran. Our shared 
opposition to Iran's policies requires vigorous application of the political, economic, 
and diplomatic resources. The United States will continue to take steps that rein- 
force our leadership in the international effort to criticize and contain Iran. But if 
we are to be successful in forcing a change in Iranian behavior, we also must work 
to secure the collaboration of other influential governments and demonstrate our 
willingness tJ} stay the course. 



PREPARED STATEMENT OF PATRICK L. CLAWSON ' 
Skniob Fellow, Inttitute for National Strategic Studies of the National 

Defense Uniyerstty, Washington, DC 
The Effects Comprehensive United States Sanctions Would Have on Iran' 



ainst Iran could cost Tehran at least 

, . lav have to forego oil revenue from trading 

by United States firms, from swaps for oil from Che former Soviet Union arranged 
by United States firms, and from oil produced with United States technology. 'The 
sanctions could also cause a loss of investjir confidence that could exacerbate the 
current run on the Iranian rial. The sanctions would not cause a downfall in the 
Islamic Republic, nor even a change in anti-Western policies, but they could make 
Iran somewhat less able to carry out its aggressive program. The sanctions would 
cost U.S. firms some lost business. However, less access to Iran is no great loss. Iran 
is no longer the strategic prize it once was — its oil fields are old, its potential as 
a market is limited, and its geostrategic importance has declined with the end of 
the Cold War. 

While there is broad agreement in the United States that the Iranian government 
engages in unacceptable behavior on many fronts, there is sharp disagreement 
about how to respond. I would like to address the arguments in favor of a tougher 
economic policy against Iran. 
Economic Effects of Comprehensive United States Sanctions on Iran 

Sonw have claimed that the Comprehensive Iran Sanctions Act would have no ef- 
fect on the Iranian economy while imposing a considerable burden on the United 
States. This claim is not accurate. 

>Dr. ClawBon i> a aenior rellow at the Institute for NatiorBl Strategic Studies of the Nationsl 
Defense Univeraity. His most recent books are Iran'i Stmttgic Intentions and Capabililiea (NOU 
Press, 1994); How Has Saddam Hussein Suroiuedf Economic Sanclitins 1990-93 (NDU Press, 
1993); End InuiS ChalUnge lo the West: How. V/htn, and V/hy (The Washinelon Institute for 
Near Bast Policy, 1993). Prom I9S1 through 1992, he was a reseanh economist for 4 years each 
■t the InlemalionBl Monetary Fund, the World Bank, and the Foreign Policy Research Institute, 
where he was also the editor of Orbit, a quarterly review of Toreign alTairs. He has been a visit- 
ing MitTH on several occasions at The Washington Institute for Near East Policy, He is currently 
seniar editor ol Middle East Quarterly. 

'The views expressed here are those of Dr. Clawson alone. They da not necessarily represent 
the position OC the National Derense University, the Department of DeTense, at the U.S. Govern- 
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The direct eflect of comprefaenaive United States sanctions would be small — prob- 
ably a reduction in Iran's income by tens of miUions of dollarB each year. The indi- 
rect effects would, however, probably be larger. 
Direct Effects 

CompreheiiBive United States sanctions on Iran would have three prindpal direct 
efTGcts, all on the oil industry. One, which would start right away, would be on the 
oil trade. Iran Bella about one-fourth of its exported oU to United States-owned 
firms. In the event of sanctions, Iran would have to sell this oil to other oil compa- 
nies. Iran would have no difliculty finding other buyers for the oil. But the Iohh of 



a to United States firms will have a price for Iran. United States firms a 
Hlightly better terms than firm 
a why Iran has been selling to the United States companies. When it c 



pared to offer Htightiy better terms than firms from other countries, which is exact^ 



no longer sell to the United States TirmB, Iran will lose that extra marein. To be 
sure, the non-U.S. buyers would pay nearly as much as US. firms have (>een pay- 
ing, but their terms would not be quite the same. The fact that Iran makes such 
ei^UBive use of United States oil firms shows that there is an advantage to Iran 
of using the United States firms. 

Economic theory supports the proposition that Iran will suffer in the event of a 
ban on trading in Iranian oil by United States firms. Theoiy.predictB that when a 
large trader is removed from the maricet, the coat of intermediation rises — that is, 
the seller gets a somewhat lower price and the buyer pays slightly more. 

How much money are we talking about? We will never know. The price of oil is 
too volatile for us to be able to sort out the small effect that the Iran sanctions 
would cause. It is not unusual for oil prices to rise by a dollar in a month or to 
fall by that much. With prices going up and down so much, we are not likely to 
noljce the sanctionB price difTerentlel, which would probably be a few pennies on 
the barrel. Each penny adds up to $10 million a year when applied to Iran's oil ex- 

Krts of one billion barrels of oil a year, or 2.7 million barrels of oil a day. I would 
surprised if the loss were as large as 5 cents per barrel, or $50 million a year. 

Depending upon how the sanctions are implemented, a second direct effect could 
be to stop the planned oil swaps involving Iran, Kazakhstan, and Azcrba^an. The 
consortiums producing oil in Kazakhstan and Azerbaijan are planning tx) ship oil to 
Iran across the Caspian Sea, Iran would use that oil in its northern cities, especially 
Tehran, while increasing the export of Iranian oil from the Gulf. This swap arraiiBe- 
ment, which could start in a matter of months, is supposed to be temporary. But 
we ell know that nothing lasts as long as a temporary deal. Iran will earn several 
tens of millions of dollars a year in prafits and cost-savings from this deal. 

A third direct effect would be lo raise the cost to Iran of renovating its aging oil 
fields and developing its offshore fields. Twenty years ago, the United States had 
a de facto monopoW in the technologies Iran needs to keep its oil production up. 
That is no longer the case, although paradoxically Iranian officials may exaggerate 
the importance of access to United States technology. In any case, Iran has found 
that United States firms offer good terms for oil equipment, as testified by Iran's 
recent choice of the United States firm Conoco over the French firm Total for devel- 
oping the fields off Sirri Island. 

iNDntECTT Effects 

More important than the direct effects of sanctions would be the indirect effects. 
The most devastating effect of comprehensive United States sanctions would be on 
investor confidence in Iran. Comprehensive United States sanctions will add to the 
impression that Iran is a politically risky place to do business. That makes invest- 
ment elsewhere more attractive relative to investment in Iran. I am not talking 
about United States inveatora, since few United States individuals and firms invest 
in Iran. What I mean instead is the confidence of Eumpean investors and bankers, 
who are already hesitant about Iran because of its heavy indebtedness. Comprehen- 
sive United States sanctions could serve as another reason for Europeans to go slow 
in lending to Iran. 

The bi^st effect of United States sanctions might well be on the attitudes of Ira- 
nian businessmen. If they see that Iran is becoming more isolated and if they worry 
about greater restrictions on economic transactions with Iran, Iranian businessmen 
could well decide to hold more of their money abroad. That would add to the pres- 
sure on the Iranian rial, which has already lost a third of its value in the last 3 
months. It is possible that comprehensive US. sanctions would trigger a further run 
on the rial. 

It would be nice to think that comprehensive United States sanctions would pro- 
vide a signal to our allies that the United States is serious in its concern about &an 
and Uiat they should reconsider their position. To be sure, the imposition of com- 
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prehensive United States sanctions would undercut the silly ar^ment that United 
States trade with Iran shows that Washington is not serious about restraining Iran, 
I have vigorously argued that what United States trade with Iran shows is that he 
who has good products can sell them to Iran irrespective of politics. The United 
States Government denounces Iran regularly and still United States firms can sell 
there — which shows that no kowtowiog ia needed. Nevertheless, it would be impru- 
dent to count on Western support when deciding whether to implement unilateral 
sanctions. 
Impact on the U.S. 

In addition te their effects on Iran, comprehensive United States sanctions would 



affect United States income. The sanctions would cause a reduction in profits of U.S. 
firms. The U.S. -owned oil companies would have to turn to alternative sources of 
oil which would certainly cost more. And the Kazakhstan and Azerbaijan oil consor- 
tiums, in which U.S. firms play an important part, would not be able to export as 
much. The income loss by U.S. firms could well be in tens of millions of dollars each 
year. 

llie income loss by United States firms could well be higher than Iran's loss in 
income. That, however, ia irrelevant. The important question is how large are the 
losses of United States firms compared te the savings for the rest of the American 
economy when Iran is weakened — that is, the savings in defense increases foregone 
and in reduced risk of attack by Iranian forces (conventional or nuclear). 
Comprehensive United States Sanctions and the 
Future of the Islamic Republic 

Comprehensive United Slates sanctions would reduce Iran's income b^ several 
tens ol^ millions of dollars each year. The Iranian budget Is already under tl^t con- 
straints: Tehran gold bazaar merchants have already this winter shut their shops 
for 3 days to protest high taxes; several cities have seen riots about low government 
spending and unavailability of subsidized goods; and inflation is over 30 percent per 
annum due to deficit financing by the banks. Given the difficulties of making adjust- 
ments elsewhere, spending on the military could well go down if the sanctions are 
vigorously implemented. 

Indeed, one of the unsung accomplishments of the current United States policy 
teward Iran is that was a major factor forcing Iran te curtail Its ambitious 19S9 

Filan for acquiring a large-scale modem military. That plan, announced with great 
aafare in the Iranian press, foresaw $10 billion in arms purchases in 1989-94, pri- 
marily from the Soviet Union. Iran wanted te acquire sufficient modem military 
arms te be a regional powerhouse, capable of exerting its will on its rich Arab neigh- 
bors. The plan had to be shelved when Iran was locked out of world capital markets, 
thanks both to its own stupid economic practices and to the United States pressure 
not to make politically motivated loans to Iran, Dual containment and its prede- 
cessors played a major role in reducing Iran's arms purchases in 19S9--94 to about 
half of what Iran had wanted to buy. The difference in military potential is hi^ly 
significant. Today, Iran is a threat in certain areas, mostly terrorism and weapons 
of mass destruction. Had Iran carried out its 1989 plan, it would be a significant 
conventional force that could slow or impede United States actions in the Gulf 

While comprehensive United States sanctions may reduce Iranian military spend- 
ing some, there is no prospect that the Islamic Republic would fall because of sanc- 
tions. The fate of the Islamic Republic will be decided largely by interna! factors. 
The United States does not have a major influence on Iranian domestic policy. Just 
as the United States cannot expect te shore up moderates, neither can we expect 
te bring about the Islamic Republic's downfall. 

That said, the Islamic Republic may collapse from its own incompetence. Euro- 
pean experts on Iran are quite pessimistic about its prospects. The respected Paris 
newspaper Le Monde asked in December if the Tehran regime was entering its last 
months. The Islamic Republic is profoundly unpopular at name. It has exacerbated 
social tensions, with the six million Afghans and Sunnis bitterly detesting Persian 
Shia chauvinism. It has alienated many of the devout and the senior clergy, who 
resent political interference in religious affairs. It has made a mess of the economy, 
with per capita income about half of the pre -revolutionary level. Tehran's rulers feel, 
so nervous that three times in a year, they mobilized 200,000 troops te practice pro- 
tecting public buildings against rioting mobs. The Islamic Republic survives simply 
because there is no credible alternative. Like the Shah's regime, it could collapse 

auickly if any such alternative emerged. Unfortunately, it could also survive another 
ecade or more if there is no good alternative. 

Precisely because the Islamic Republic is in poor political, social, a: 
shape, there is reason for optimism about a policy of contaioment i 
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George Kennan proposed with respect tji the USSR: Hold foreisn adventurism in 
chedi and wait for internal prablemB to cause the regime to falL That would be a 
much moi^ assertive containment policy than the United States has at the moment. 
For instance, it would involve an end to the recent statements by US. ofTicials that 



the US. accepts the Islamic Republic as deep-rooted, if not permanent. A vigorous 
and strict containment policy would see the United States sajdng instead that we 
accept the right of the Iranian people to a government of their own choosing and 



e look forward to their exercising uiat choice more freely under a govemmeni that 
respects human rights. 

Comprehensive sanctions would not affect much some of the Iranian behavior that 
the United States finds most unacceotable, for which the United States may wish 
to adopt more direct responses. Two oovious examples: 

<1) Passage throijgh the Slrails of Hormuz. Under ita Act on Marine Areas of 2 
May 1993, Iran claims all the deep waters in the western approaches to the Straits 
as its internal waters and claims the ri^t to stop warships there. In effect, this 
legitimizes Iranian territorial control over internationally recognized shipping chan- 
nels by creatinK an "internal sea' between the islands Iran claims (four of which 
are also claimea by the UAE), which allows for restricting the passage of vessels 
except with Iranian permission. This claim is totally insupportable under inter- 
national law. 

In the context of this Iranian claim, the recent actions to reinforce the Iranian 
military presence on the islands is highlv disturiiing. As implausible as it may seem 
that Iran would ti? to make its claim that the deep waters of the Straits are part 
of its internal sea, Iran's actions seem designed to give it the capability to control 
those waters. In this situation, the best way to forestall Iranian pressure may be 
a vigorous response by the international community to remind Iran of its o? " 

nder international law t ' "" ' " " ' 

<r all, including warship 

good way to rally intern 

I isolate Iran. 

(2) Nuclear weapons. Much attention has been focused on the Russian sale of a 
power reactor. That sale has some advantages from the United States perspective, 
ID that it would be a rat hole into which Iran would have to pour at least a billion 
dollars with little to show economically. 1 am not optimistic abcut our ability to stop 
the reactor deal thmu^ di[)lomatic pressure. I hope we can be more creative in our 
approach to the issue. For instance, 1 went to ToKyo last year at the invitation of 
the Japanese ^vemment to urge that Japan take a mora active role on this issue. 
Japan is providing concessional financing for a $1.3 billion hydraelectric dam in 
Iran. In the context of the review of energy sector policies required for the disburse- 
ment of the rest of that loan, Japan can make the economic case against nuclear 
power, and Japan could insist that its easv-term loans will be available only if Iran 
stops wasting money on uneconomical nuclear power. 

Whether or not the reactor deal with Russia goes forward, the United States may 
wish to work with Russia to ensure that Iran does not use its "peaceful' nuclear 

enigram as the basis for a nuclear weapons program. Of particular concern would 
e training programs that allow Iranians to learn techniques valuable for weapons 
puipoaes. Similarly troubling would be if Iranian nationals were to have the oppor- 
tunity to make contacts in the Russian nuclear industry, with which they could 
more easily arrange clandestine nuclear trade. 
Evaluation of Geoeconomic Arguments for Going Eaay on 
Iron's Unacceptable Behavior 

Those who want to go easy on Iran's unacceptable behavior put forward a variety 
of arguments. One of those is the geoeconomic thesis, i.e., that the United States 
should woo Iran because it is the strategic prize in the Persian Gulf region. This 
view is outdated; Iran is no longer a country with a key economic and geostrstegic 
position. 

Iran is not an oil superpower. Its oil fields are old, and its reserves are expensive 
to develop. Iran produces todav less oil than it did in 1970 (3.6 million barrels per 
day [mbd] compared to 3.8 mSd), while world output is up more than 60 percent 
over the same tinie period. In 1970, Iran produced almost 9 percent of the world's 
oil; today, it produces only about S percent. Iran has to invest several billion dollars 
a year just to maintain its present output. Meanwhile, there are ample alternative 
sources of oil ready to be brought Ui market, even without the rich fields of Iraq. 
North Sea oil output has increased 1.3 mbd in the last 2 years; Latin American out- 
put is set to rise at least .5 mbd in the next few years; and the southern regions 
of the former Soviet Union could produce another 1.0 mbd by the turn of the oen- 
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Iran is not a lucrative market. Iran's imports in 1994 were little more than $12 
billion, which was less than it imported in 1977. As a comparison, Iran's imports 
were less than one-third- those or Thailand, less than one-aixth those of Singapore, 
less than one-fifth those of the members of the Gulf Cooperation Council. Iran's im- 

Srts in 1994 were less than one-half of 1 percent of world imports, whereas in 
77, its imports were 1.5 percent of the world total. The simple fact is that Iran's 
economic importance faded ss the oil shortage gave way after 1986 to the world oil 
glut. Id the euiv 1990's, Iran was able to give temporarily the impression that it 
was a large mancet by bomwing $30 billion in 3 years, but that was not sustain- 
able. Over the long run, Iran's imports are going to be about the same as those of 
its nei^bor Pakistan, as they were in 1994. 

Iran does not have a particularly vital geostrategic location. During the Cold War, 
Iran was a tempting target for Soviet expansionism^Iran provided warm water 
ports cbse to the USSR, Iran had larse ethnic minorities also found in the USSR, 
and Iran had tempting oil resources. For these reasons, the USSR occupied part of 



Iran in the early 1926's and again from 1941 through 1946. But n 
DO condition to exert influence over Iran, and the United States has much less rea- 
son to be worried about Russian behavior. 

In closing, no one action by itself will bring about the change we wish to see in 
Iran and in Iranian behavior. But the best chances of success, especially over the 
long term, come from a firm stance for our principles. The bitter lesson of the last 
16 years, learned from experiences like the Iran-Contra affair, is that we cannot ex- 
pect moderation in Iranian foreign policy if we extend a hand of friendship. 



PREPAKED STATEMENT OF KENNETH R. TIMMERMAN 

DiRBCTOR, Middle East Data Project, Inc. 

Kensington, MD 

"Conoco Deal Would Fund Terrorism' 

I want to applaud vou. Senator D'Amato, for introducing S.277 to the Senate. 
This legislation will close the gap between United States policy statements about 
Iran and United States actions. It will send a clear message to Tehran of United 
States intentions. And it will show our allies that we mean business when we ask 
them to refrain from aiding and abetting a regime which has one of the worst 
human rights records on earth, which continues to sup^rt international terrorism 
and subvert neighboring regimes, and which contmues to demonstrate its 
unremitting hostility to U^. interests in the Middle East, 

Before getting into what specific effects 1 believe S. 277 will have, allow me recall 
that this is not the first instance of Senator D'Amato's foresight when it comes to 
foreign dictators. On July 27, 1990 — Just 5 days before Saddam Hussein's invasion 
of Kuwait^you put forward legislation that would cut off United States credits to 
Saddam's regime and put a halt to the damaging trade in dual-use technology with 
Iraq. And you did this. Senator, despite the opposition of many colleagues from your 
own party. You said then: "It is about time that we stood tan." That time to stand 
Up and be counted has come again. And once again. Senator, you are showing the 
foresi^t and leadership that has already prompted the White House to act in pro- 
hibiting the Conoco deal. I am sure you will also succeed in getting your colleagues 
on board to pass this vital bill. 
The R«gime in Tehran Is in Turmoil 

Iran's clerical government is facii^ a crisis of dramatic proportions. In the 16 
years since the revolution against the Shah and the coup d'etat by foUowera of Aya- 
tollah Ruhollah Khomeini, never before have Tehran's rulers had to confront such 
massive social, political, and economic didiculties occurring all at once. 

Over the past 3 years, riots have erupted in virtually every major Iranian city. 
To quell public protest, ttie regime took the dramatic step last November of issuing 
"shoot-to -Kill" orders to its basidj political militia. According to Tehran Radio's an- 
nouncement of the orders, "Officers will be allowed to open lire on vehicles they sus- 
pect of carrying stolen goods, narcotics, contraband, or fugitives," Furthermore, "the 
law exempts omcers who kill or wound anyone from dvil or criminal charges," the 
radio stated.' The basidji now have a license to kill. 

Even Iran's clergy, once the very backbone of the regime, has turned against it 
in recent years, creating a crisis of legitimacy for a government which calls itself 

'Quoted by AsMtdatad Preas, November 6, 1996. 
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"Islamic." Of the remaining Grand Ayatollahs still living in Iran — Ali Hussein 
Montazeri, Hassan Tabatabai-Qomi, Mohammad Rouhani, and Sade^ Rouhani — all 
oppose the regime and have called lor the abolition of its most basic institution, the 
velayet faghih.^ All are also under house arrest. According to opposition leader 
Manoucher Gandji, there are currently between 2,000 and 3,000 clerics in Iranian 
Jails. Most have been convicted of political offenses in a Special Court for the Clergy 
Uiat was established shortly before the death of Ayatollah Khomeini. 

Only last month. Grand Ayatollah Sadeq Rouhani wrote an open letter highly crit- 
ical of the regime which is oein^ circulated at the religious seminaiy in Qom and 
among Iranians abroad, Rouhsni has been under house arrest in Qom since 1985, 
and is now seeking to leave the country, because he is unwilling to "remain a spec- 
tator while Islam is violated daily and while true religious leaders are forced to re- 
main silent in a country claiming to be an Islamic republic."^ Indeed, is there any- 
thing "Islamic" about hanging dissidents by the necks from building cranes, or m 
executing women accused of adulteiy by throwing them from the roofs of 10-stoiy 
buildings, tied up inside of postal sacks? And yet, such are common practices in to- 
day's Iran.* 

According to Amnesty Intemalionat, which has tracked publicly announced execu- 
tions in Iran, more than 10 000 people have been killed by the regime since 1979, 
most of them without trial. Iranian exiles say the true figure is many times higher. 
In 19^, for instance, the Iranian press carried notices of 2,500 executions — many 
of whom Iran claimed were common criminals or drug trafHckers — although not all 
were included in Amnesty's total. Since 1989, Iran's human rights record has been 
consistently denounced by the United Nations, which has sent special envoy 
Reynaldo Galindo Pohl to Tehran to investigate abuses. Last year, the regime 
stopped publishing accounts of executions to forestall foreign criticism. 

FOr year?, the clique of minor mullahs currently ruling Iran have been lining their 
pocket^ with fat commissions tacked onto Iran's oil purchase agreements with for- 
ei^ companies. Through the massive Bonyads, the para-statal trading and indus- 
trial corporations that currently control entire sectors of Iran's economy, they be- 
came direct owners of bottling plants, textile factories, machine-shops, and trading 
houses." Now it is emerging that the head of the Bonyads, former Revolutionary 
Guards Minister Mohscn Ranqdoust, and his family have embezzled upward of $700 
million from the Bonyads and transferred it abroad. When the scandal was hinted 
at by Members of Parliament, Iran's leader Ayatollah Ali Khamene'i reappointed 
Raflqdoust to a second 2-year term as head of the Bonyads in December. 

So fearliil has the regime become that the Iranian people will hear the truth 
about how they are governed from the airwaves, that they constantly jam opposition 
radio broadcasts into the country. And just recently, they banned satellite dishes to 
prevent ordinary Iranians from watching foreign television. 

These are clear signs. Senator, that all is not well in Tehran. This is a time for 
the United States to be sending a clear message to the Iranian people in support 
of their aspirations toward freedom, democracy, and the respect of human ngtits. 
And I believe that is what the Admini strati on would like to do. But as the recent 
deal signed by Conoco with the National Iranian Oil Company has shown, it is dif- 
(icult to get tnat message across undercurrent law. I believe S.277 will help correct 
this disparity. 

The Conoco deal would have been particularly damaging to U.S. policy. For this 
was not just an oil purchase agreement, but an agreement to expand Iran's oil pro- 
duction — and therefore, its export earnings — without Tehran having to spend a 
dime. By terms of the agreement as they were disclosed by the company, Conoco 
would have provided all investment capital necessary for expanding the Sirri fields. 



ers exceeding those of the Preaident or any other elected ofTicial. 

'Letter quoted in The Iran BHef, Mareh 6, 1995. 

'See -Human Rights Abuses in Iran,' Middle East Dcrense News (MBDNEWS), March 12, 
1990, p, 1 (appended). 

'The Bonyad Moslazafkn va Janbazan (Foundation for the Deprived and Disabled) was estab. 
lished shortly after the revolution, initially ueing the asseU or the Pahlavi Foundalion, which 
had previouBly given scholarehip* to thouBands of yaung Iranians wishing lo study in Europe 
or the United Sates. The Bonyads are now controlled by fartner Revolutionary Guatds Minister 
Mohsen Raficdoust, who is also the brother-in-law of Pn»ident Hashemi.RarBSnjani. In a acHes 
of interviews with Iranian newspapers in late November and early December 1994, Haliqdoust 
tioasted that the Bonyad controls 100 percent of Iran's mineral water seclor, 43 percent of bev- 
erage production, 20 percent of Iran's textile production capacity, Z7 percent of lire output, and 
27 percent of ceramics. 11 also handles SH percent of the trade in wood products, 44 percent or 
the trade in metal pipes and sheets, 50 percent of all agribusiness products, and produces TO 
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clearly a windfall to the regime at a time when most analvBta estimate that Iran's 
oil revenues will remain at their current level of arouad $12-$13 billion for aeveraJ 
yeara tji come. So I applaud the White Houae decision announced on Tuesday to ban 
US. companies from participating In sutdi deals, and Senator D'Amato'a very eftec- 
tive role m convincing the White House to act. I also commend Edgar Bronfman and 
his family, who together own 26 pereent of Conoco's parent camoany, Dupont, and 
who have discouraged them from participating in this disastrous oeal. 
Freeing Up Honey for Terror and Nukea 

Conoco's investment would have made it easier for Iran to make good on its 
standing pledge to provide $100 million per year to international terrorist groups 
such as Hezbmlah in Lebanon, and Hamas and Islamic Jihad in Gaza. This is an 
ofndsl allocation in the state budget that has been voted by the Iranian Parliament 
several years in a row. These organizations have fUll-time offices in Tehran, pro- 
vided by the Iranian government, and regularly meet with Iranian leaders ana co- 
ordinate their terrorist crimes wiUi Iranian intelligence olTicials. 

The Iranian government regularly honors such criminals such as Imad Mugniyeh, 
who is personalty responsible for kidnapping more than half a dozen Americans in 
Beirut and for the hijacking of a TWA airhner in 1985, by inviting him to Tehran 
as iBcently as October 1994. According to reports in the Arab press, which were 
qualified as "credible" by United States Government counter-terrorism experts, 
Mugniyeh came to Tehran to organize a series of bombing inside the United States, 
in retaliation for the prosecution of Sheikh Omar Abdul Rahman for his connection 
to the World Trade Center bombing.^ Tehran extends similar honors to Fathi 
Shikaki, the head of Palestinian Islamic Jihad, which claimed responsibility for the 
suicide bombings at a bus stop near Netanya, Israel on January 22 that killed twen- 
ty Israeli soldiers. 

Cash proceeds from the Conoco deal would also have helped free up as much as 
tl billion in funds which Iran now needs to pay for its nuclear deals with Russia, 
the first tranche of which will cost $600 million. 

lite real concern expressed by our intelligence community on this score is not so 
much the completion of a civilian nuclear power station at Busheir^althou^ with 
its fabulous petiuleum riches, Iran is about the last country that needs nuclear 

Kwer. Rather it is Russia's help in developing a nuclear weapons infrastructure in 
in under the guise of a civilian program. 

As part of the Busheir nuclear power plant deal, the Russia's Ministiy of Atomic 
Energy (Minatom) will train several hundred Iranian nuclear technicians, both in 
Russia and in Iran. Minatom will also help Iran to expand its nuclear infrastruc- 
ture. In a statement from Moscow, Minatom minister Viktor Mikhailov said Russia 

"leir, a research reac- 
s precisely what has 

got the intelligence community worried. As one senior intelligence analyst explained 
m an interview, "The broader Iran's nuclear technology base, the better chance the 
Iranians have of growing that key individual to a successful nuclear program: The 
weapons designer. Iran is currently believed to have a trained cadre of some 2,000 
nuclear exoerta, of whom only 220 are trained scientists." 

The total trade embargo as envisioned in S.277, combined with existing provisions 
contained in the Iran-Iraq Nonprotiferation Act of 1992, will in my view give the 
State Department additional leverage with Russia in its efforts to curtail a poten- 
tially dangerous nuclear deal. 

No one seriously doubts that Iran's true intention is to acquire a nuclear weapons 
capability. Over the past 5 years, Iran's intelligence ministiy has been sending pro- 
curement teams throughout the former Soviet republics in Central Asia, and our De- 
partment of Energy is convinced that Iran has succeeded in acquiring significant 
Suantities of weapons-grade material. Indeed, this was the real reason why the 
'linton Administration acted with such determination last December in Operation 
Sapphire, which succeeded in localizing a cache of some 600 kilograms of weapons- 
graoe material. It is instructive to note that the nuclear plant where the material 
was located was previously believed to have no relationship whatsoever to the Soviet 
nuclear weapons establishment. If weapons fuel could be found there, and in such 
great quantities, it could be found anywhere — especially by those who have been on 
the ground looking for it for so many years. 

•"A Fundamenlaligm Plan ta Avenge Omar Abd-al Rahman," Al Walan Al Arabi, Januaiv 27, 
I99G, cited in PBI5 NE8 January 30, 1996, p. 61. 
^Reuters, February 26, 1995. 
"United Statea sees Iranian intelligence elTort to acquire nuclear technology,' Hie Iran Brief, 
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Mixed Signals on Dual Containment 

TTie Administration's policy of dual containment was a much-needed improvement 
over our previouB approach, which aoudit to achieve a balance of power in the Gulf 
region by playing Iran and Iraq off of each other. While balance of power politics 
may have been necessary in the 1980'b, the situation is dramatically different today. 
The Gulf war against Iraq has opened a window of opportunity for removing boui 
of these repugnant and extremely dangerous regimes. Such a policy goal was an- 
nounced by &cretary of State Christopher recently when he told a Washington 
Timts interviewer: "^e must isolate Iraq and Iran until there is a change in their 
govemmenta."" 

But containment and isolation will not work if the U.S. embarics on such a policy 
half-heartedlv. We need to be sending a clear message to Tehran, as well as to Mos- 
cow, Paris, BeiJinK, Bonn, and Tokyo. Uniortunatey', the signals from Washington 
have been confused. 

The confusion is nowhere more evident than in the discord in public rhetoric be- 
tween Secretaiy Christopher and career diplomats such as Robert Pelletreau, or 
Under Secretaiy of State Peter Tamoff, who told a Middle Eastern audience during 
a direct satellite interview from Washington on December 21 that "^q United 
States has not refused all contact with Iran' and was "not seeking to overthrow the 
government of Iran.''" While the nuances of public diplomacy can be useful in 
many circumstances, clearly this is not one of them. Such statements are inter- 
preted in Tehran as signs of vacillation, irresolve, and tacit support for the Islamic 

Tehran's embattled leaders also took heart when the USIA scaled back Parsi-lan- 
guage broadcastB into Iran by the Voice of America on December 4. These highly- 
popular faroadcastB establish a United States presence in Iran that allows ordinary 
IranianB to judge for themselves the truth of the anti-American propaganda of the 
regime. 

Even more dramatic, seen from Tehran at least, has been an unusual move by 
the CIA to cut off funding, effective Januaiy 1, for an opposition radio station based 
in Cairo that has been beaming news and instructions to anti-government activists 
inside Iran since 198fi. The radio station, operated by former Education Minister 
Manoucher Gant^i, has been a voice of hope for thousands of Iranians, The regime 
considers the radio so dangerous that it constantly attempts to jam the broadcasts 
and has issued a fatwa — a religious order — calling for the assassination of Dr. 

Dr. Gaa^ji's radio costs a mere $180,000 per year to operate. A more powerful me- 
dium-wave transmitter would cost less than $1 million. Rather than cutting back 
such broadcasts, Senator, we ou^t to expand them. Given the unremitting hostility 
of the Iranian regime to the United States, this would be a wise investment in a 
more stable Middle East, and indeed, in United States security. 

Similarly, VGA's Farsi language programs should be cxoaaded. Por the past 2 
years, VOA has hosted an extremely popular call-in show auring the Iranian New 
Year on March 20-21, in cooperation with Radio Voice of Iran, an independent 
Parsi -language talk radio in Los Angeles. Hundreds of Iranians pidced up their 
phones during the show and dialed tne studio in Los Angeles to complain of eco- 
nomic conditions and social oppression inside Iran. It would be truly be penny-wise 
and pound foolish if such broadcasting efforts were sacrificed to random budset cuts. 

With your permission. Senator, I would request that you enter into the Hearing 
record a copy of the article I wrote on this subject recently in The Wall Strtet Jour- 
United States Trade With Iran Undercuts Policy 

The other confused signal in our policy concerns trade. 

President Bush opened Iran for trade soon after assuming office, as a gesture of 
American goodwill intended to secure Iranian cooperation in freeing American hos- 
taKes held by pro-Iranian groups in Lebanon. The result was a dramatic increase 
in United States sales to Iran, which peaked in 1992 at $747.6 million. This placed 
the United States sixth among Iran's direct suppliers. 



e USIA-i Worldnet Knem 
"SeeThomaa Sancton, The Tehran Connection,' Time Magaxinr, March 21, 1994, Since eeiz- 
g power in 1979. the regime hai aiaassinaled over 60 oppoaition leaden living in exile. IrB- 
an hit squads have alio executed icorea oC Kurdiih activists in iianian and Iraqi KuiiliBtan. 
"•Our CanAued Signals Over Iran," The Vlall Stmt Journal. February 15, 1995 
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On October 23, 1992, President Bush signed into law the National Defense Au- 
thorization Act (NDAA), which included a provision authored by Senators McCain 
and Lieberman known as the Iran-Iraq Non proliferation Act of 1992 (PL 102-4S4). 
This put a stop to the sale of all goods to Iran that normally required on export 
IteenBC. During 1992, fully SO percent of all sales to Iran were subject to Commerce 
Department licensing requirements ($446.1 million out of total sales of $747,6 mil- 
lion). One would have thought that the McCain-Liebcrman restrictiona would have 
led to a dramatic drop in United States sales to Iran, but this was not the case. 
The slump in salca last year was almost entirely due to Iran's financial difficulties. 
This IB clearly evidenced by the Conoco deal. 



U.S. exports to Iran 1989-1994 

(Millions of USD) 
19S9 1990 1991 1992 1993 1994 
60.0 166.5 527.1 747.5 616.2 328.8 

[Source: Devarttnent of Commerce/Middle East Dam Project. Inc. I 



Jiiled by the Bureau of the Cen- 
nited States companies in 1993. 
e shipped under G-DEST authority (without an individually validated export 
license) and oould be shipped again Utday unless S. 277 becomes law: 

• Toxins, Cultures of Micro-oiganisms 

• Turbojet Turbines, excluding aircraft, thrust exceeding 25 kib-Newton's 

• Air or Vacuum pumps 

• Machinery for Liquefying Air or other gases 

• Centrifuges 

• Parts of Centrifuges 

• Machine-tool holders and self-opening dieheada 

• Gas Separation equipment 

• Hydraulic presses, metal forming 

■ Electric generating sets 

• Spectropnoto meters 

• Electric Spectrometers and Spectrographs 

■ Gamma camera system for detecting Ionizing radiations 

• Laboratoiy furnaces 

■ Gas turbine engines, power exceeding 5,0(M> kW 

• Machines as special attachments for machine tools 

• Parts of Metal working machine-tools for cutting gears 

• Cathode-Ray Oscilloacope 

{Source: U.S. Bureau of Census I Middle East Data Project, Inc.} 

While the Commerce Department insists that none of these items was licensable, 
clearly many of them have direct militaiy applications including in some cases in 
the production of nuclear weapons, ballistic missiles, and chemic^ or biological war- 
fare agents. The many export licensing scandals over the years both in this country 
and abroad should have t«u^t us that rogue regimes and their corporate partners 
will always succeed at circumventing the most stringent export controls. This is not 
a reason to abandon controls, but rather to tighten them. And yet, heic the Admin- 
istration has been gutting our controls on virtually a daily basis. We currently have 
no available tool that can ensure that American companies do not provide dangerous 
dual-use technologies to Iran. The total export ban provided for by S.277 will rem- 
edy this gap. 



^obyGoo»^lc 



52 

U.S. Oil Companies are Feeding the Regime 

Over the past 2 years, United States oil companies have become the largest single 
buyers of Iranian crude, accounting for some 25 percent of all Iranian crude oil sales 
worldwide. 

This trade is currently allowed under U.S. law and, according to initial White 
House BtatementB, has not been effected by the forthcoming Executive Order. Unit- 
ed States oil purchases generated revenues for Iran of approximately $3.5 billion in 
1993 and $4,2 billion last year; combined with United States sales of technology and 
spare parts to Iran, this made the United States Iran's number one trading partner 
for both vears, severely undercutting United States attempts to limit sales to Iran 
by our allies. Furthermore, these massive oil purchases are seen by Iran's leaders 
as a show of support. For the Iranians, whose love of conspiracy theories is well- 
known, the huge trading volume is the real message behind the Clinton Administra- 
tion's dual-containment policy. For as long as it continues. Tehran will believe that 
Washington does not mean business. If the Administration truly intends to get as 
tough on Iran as its public statements appear, then clearly something must be done 
to get that message across to Tehran in a language they understand. The Executive 
Order on oil development projects Is a good first step. But I believe that your bill, 
Senator, is a very necessary addition. It will send a clear message to Tehran's rulers 
that Washington means business when it comes to Iran's support for international 
terrorism, and its relentless pursuit of a nuclear weapons option; it will send a clear 
message to the Iranian people that the United States of America stands today as 
always on the side of freedom, democracy, and human rights. And it will help to 
restore our credibility with our allies, who simply shrug when we call on them to 
curtail their trade with Iran. 

When they know the facts, I believe that companies such as Conoco will conclude 
that it is unwise to be investing in Iran at a time of great political, economic, and 
social instability. The government in Tehran may not be around long enough for 
Conoco to ever see the first dollar of return on its investment — surely something of 
concern to stockholders. I would also suspect that any successor regime would re- 
member those companies and countries that helped the mullahs in their time of 
need, and ban them from business in tomorrow's free Iran. 

S.277 will also send a clear message to those of our allies who continue to sell 
dual-use technology to Tehran and who are building large industrial facilities that 
could be used to manufacture chemical and biological weapons agents, ballistic mis- 
siles, and nuclear weapons. Of particular concern arc targe steel tactories being built 
by Kobe, Kawasaki, and Mitsubishi of Japan, and Danleli of Italy; a $400 million 
ammonia and urea complex being built by MW Kellogg, a United States corporation 
that played a m^or role in the Manhattan project and which has used its suDsidiarv 
in the UK to handle this deal; a pesticides complex in Qazvin that was built u 



ispicions this plant w 



being used to manufacture nerve gas (Deliveries of precu 

ued to reach Iran from other suppliers in India), And many of Germany's largest 

manufacturer's of machine-tools, including Fritz Werner GmbH, Georg Fischer, and 

Deckel, continue to sell sophisticated computer- driven machine-tools to Iran. Many 

□f these same machines are currently being used in Iranian weapons plants to make 

large-caliber munitions and ballistic missiles. 

Recommendations 

I believe S.277 could be even more effective if you would consider two additional 

provisions: 

• A private right of action t« United States companies who see foreign selling the 
same type of equipment to Iran that this and other United States legislation pro- 
hibits them from selling, and; 

■ A limit on imports into the United States of products and services from foreign 
companies and countries which have benefited or taken commercial advantage 
from the prohibitions contained in S. 277.'^ 
These measures would add significant clout to our principled policy, and go a long 

way to ensuring that these controls quickly become multilateral. Lot mc give you 

just one example to show how. 

■^Specific language for both meaaureg can be founfl in Title IV of the Comprehensiwe 
Antiapartheid Act of 1986 (PL 99-440), specincally. Sections 401-403. Additional lestintony on 
the rtivate Rieht to Action was heard by the House Foreign Affairs Subcommittee on Intei^ 
national Security, International Organizationa and Human Rights on September 14, 1993 from 
New York trade lawyer Ramon P. Marks (-U.S. Security Policy Toward Rogue R^mes," GPO, 
I9H, p. 113}. 
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As you know, the Administration decided in 1993 against allowing Boeing to sell 
commercial airliners to Iran. This was a painful decision, because of the purely civil- 
ian nature of Boeing 7375 or 767a. Nevertheless, the Administration concluded that 
such a sale would send the wrong signal to Tehran and the wrong signal to our al- 
lies. The European consortium Airbus leapt into the breach and consumed a deal 
worth well over $1 billion. 

If you adopted an import ban, and a private right of action, Boeing would then 
have the right to petition the United States government to trigger a ban on Airbus 
sales in the United States for a 2-year period, or until they had abandoned the sale 
to Iran. Believe me, such measures would quickly get the attention of our European 
and Japanese friends. 

In conclusion, let me just repeat that this is the moment the advocates of democ- 
racy and human rights in Iran have been waiting for all these years. A window of 
opportunity is opening in Iran, where the clerical regime is more fragile as ever be- 
fore; with a little push, it could collapse of its own. fbelieve. Senator, that your bill 
wilt help provide that push. 



PREPARED STATEMENT OF JOHN H. UCHTBLAU 
Chairman and CEO, Petroleum Industry Research Foundation, Inc. 
New York, NY 
Thank you for inviting me to testify before your Committee on S. 277, The Com- 
prehensive Iranian Sanctions Act of 1995. The bill is intended to tighten the existing 
restrictions on United States trade with Iran, imposed in October 1987, which pro- 
hibit the importation of virtually all Iranian goods into the United States and the 
exportation to Iran of goods and equipment with "military applications." S. 277 
would prohibit United States companies and nationals from engaging or participat- 
ing in any business transactions anywhere in the world with Iranian llrms or na- 
tionals. The stated intent of the bill is to force Iran to cease its documented viola- 
tions of human rights, its support of international terrorism and its efforts to ac- 
quire nuclear weapons. 
I would like to discuss three aspects of S. 277: 

• What e(Tect would it have on the Iranian economy? 

• How would it alfect United States companies currently engaged in legitimate 
trade with Iran? 

• What effect could it have on United States companies currently not trading with 
Iran? 

Iran's Revenues Will Be Unchanged: 
Unilateral Embargoes Dont Reduce Exports 

The "total trade embargo" called for in Section 3(a) of the bill would of course pri- 
marily affect Iran's oil exports. In 1994 Iran exported about 2.6 million barrels per 
day of oil at a value of approximately $13 billion. Some 600 thousand barrels per 
day of these exports, wortti some $3,5 billion, were purchased by a number of U.S. 
companies for refining, resale, or trading outside the United Slates. These trans- 
actions are legal under the existing United States trade embargo on Iran and are 
publicly reported. Yet. they seem to be the principal staled molivation for the pro- 
posed tightening of the embargo in S. 277, 

There have been frequent references to the large sums of money paid by United 
States oil companies to Iran, presumably strengthening the existing regime. There 
is no doubl that if Iran lost 600 thousand barrels per day of exports its economy 
would be weakened. However, the implied assumption that if United States compa- 
nies could no longer purchase these volumes (as would be the case under S.277) 
Iran's oil export volume and value would decline substantially, is not borne out by 
the facts, in our view. 

The reason is the same that caused Iran vcrv little harm following the reinstate- 
ment of the United States import embargo in October 1987: no other country joined 
the United States embargo and a unilateral trade embargo of a globally traded fun- 
gible commodity is by definition ineffective. The U.S. Administration at the time 
was fully aware of this. Then-Energy Secretary John Herrington was reported to say 
that the embargo would have little practical effect on stemming Iran's crude oil ex- 
ports unless there was large-scale cooperation from other countries. As we know, 
there was none. There is currently no indication that any oil importing countiy has 
any intention to change its position on Iranian oil imports. 
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From an economic point of view this refusal to im^se an embaiw on Iran is, in 
fact, a rational posture for an oil importer. With Iraqi oil exports atilt barred by the 
Vii. and with nwot OPEC members approximately maintaining their assigned pro- 
duction quotas, the world oil market is m rough balance at current prices. Any sub- 
stantial extraneous supply reduction, sudi bh an elTective multilateral embargo of 
Iranian crude sales, would inevitably raise world oil prices which would obviously 
not be in the interest of any oil importing country. Historically, extraneous market 
interventions have often caused dispropori^ionatcly large price increases. 

Another roason that the European Conununity and Japan, the principal importers 
or Iranian oil, remain unwilling to curtail Iranian oil imports is that Iran is an im- 
portant export martlet for these countries. In 1992 Europe exported nearly $13 bil- 
lion and Japan $2 billion to Iran. By comparison, U.S. sates wero only $0.8 billion. 
Anv restriction on Iranian oil imports would alTect these countries' exports to Iran, 
both economically and politically. 

Thus, while passage of S.277 might cause a veiy short-term dislocation for the 
26 percent of Iran's oil exports boudit by United States companies, the world oil 
maniet would quickly redistribute U'anian oil to other maikets and/or customera 
and restore any temporary imbalances. The fact that both Iranian Light and Iranian 
Heavy crude are mainstream crudes that most reHners can readily process is also 
a positive factor in redistributing the United States companies' share of Iranian ex- 
ports. If the Iranian National Ou Company (NIOC) cannot find new outlets at suit- 
able prices immediately, it can temporarily put more oil into storage tanks, a rou- 
tine procedure in the world oil market. 

To sum up this part of my testimony, the escalation of the United States trade 
embargo on Iran called for m S.277 would have no measurable sustained impact 
on the Iranian economy, largely because other oil importing nations will not actively 
support the United States policy. 
U.S. Companies Will Lose Fleidbility and International Competitiveness 

Now let us examine what the proposed embargo would do to United States compa- 
nies currently engaged in Iranian oil trade. In tfte broadest sense it would be a mir- 
ror image of the Dili's impact on Iran. The affected United States companies would 
have to switch to non-Iranian supply sources for the approximately 600 thousand 
barrels per day lifted from Iran last year. Over time they would be able to do so. 
Since most of their Iranian oil transactions are under term contracts they would 
probabW have to declare force majeurt to break their contractual obligations. 

T^e United States oil companies, however, would not be tndiFferont to being de- 
nied all commercial access to Iran, currently the world's second largest oil exporter 
(alter Saudi Arabia), while their foreign competitors maintain unrestricted access. 
United States oil companies are already handicapped vis-d-vis their foreign competi- 
tors by the standing, exclusively United States, prohibition on all trade with Lioya, 
the principal oil supplier in the Mediterranean basin. If Iran were to be added to 
thia restriction it would further reduce the United States companies' international 
logistical flexibility, would at times prevent them from making optimal trading and 
transportation arrangements, limit their ability to engage in crude price arbitrage 
transactions, etc. 

All of this would put U.S. firms at some unquantidable but, at times, significant 
disadvantage with respect to their non-U.S. competitors. In other words. United 
States companies are likely to be more affected by this bill than its intended target, 
Uie Iranian economy. 
Barriers to Investment Harm U.S. Companies and the U.S. Economy 

Next, I would like to discuss the definition in S.277 of the Iranian properties with 
which United States firms would be prohibited to deal. S.277 defines such property 
as one in which any Iranian national has any interest. This could prevent United 
States participation in any foreign venture in which an Iranian national or business 
has even a fractional interest. Under certain circumstances, the definition would en- 
able the Iranian government, or a private Iranian firm, to block United States par- 
ticipation in a project outside Iran bv acquiring, or threatening to acquire, ! 

... .... ... m,.. uid p] -■' '-■ -■ - 



nal share in the project. This would provide an obvious incentive for abuse, both 
private and state- directed, by Iranian firms, nationals, or the Iranian government. 
A potential actual case is a major oil project in Azerbaijan in which four United 
States companies have a 39 percent interest and Iran has been offered a 5 percent 
share by the Azerbaijan state rampany SOCAR. "The United States State Depart- 
ment is on record as opposing the Iranian participation but has acknowledged that 
under current law United States companies are free to invest in the project. Would 
passage of S.277 prohibit such an investment? If so, passage coula either cause 
Azerbaijan to revoke its 5 percent offer to Iran in order to retain the 39 percent 
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United States participation or force the United States campaoies to withdraw from 
the project, with their shares probably going to other Westero participants. If the 
latter were to occur it would also bar VS. companies from future service and engi- 
neering contracts on this major project. 

Another m^or planned project in the area, a gas pipeline from Qatar to Pakistan 
in which a United States company is participatinK, would also requite involvement 
with Iran since it may traverse Iranian territorial waters. Under S.277 this oould 
be illegal and, hence, could threaten U.S. participation in the project. 

It should be pointed out that regardless of whether U.S. companies would actually 
be blocked by S. 277 from participating in these or other projectB. the bill itself, if 
it becomes law. would create an additional risk factor for United States companies 
operating, or planning to operate, in regions where Iran has some political and cul- 
tural influence such as the Persian GulT or the "newly independent countries" B4ja- 
cent to Iran. Non-U.S. companies would not have to consider this risk factor in cal- 
culating the potential attractiveness of an investment in these regions. This, again, 
could put U.S. companies at a competitive disadvantage. 

Another definition in the bill would prohibit the importation into the United 
States of any goods or services which is "ia whole or part produced, grown, manufac- 
tured, extracted, or processed in Iran." In practice, this would be unenforceable for 
refined oil products imported into the U.S. Most European refineries commin^e Ira- 
nian crude with many other crudes. Hence, the crude base of the gasoline, jet fuel, 
or diesel oil which these refiners export to the United States is likely to contain a 
share of Iranian crude. 
U.S. Companies Have Complied with the Letter and Intent of the L41W 

My last point is a brief comment on some recent editorial opinions about United 
States oil companies doing business with Iran. The point was made that their pur- 
chase of oil from Iran was a legalistic subterfuge to get around the prohibition on 
the Iranian embargo. Actually, the Presidential Order of October 28, 1987 clearly 
limited the ban to "imports from Iran.' Government oDicials confirmed st the time 
that foreign ofliliates of United States firms wero free to handle Iranian oil abroad. 
Thus the United States companies which have been liftina Iranian crudes for for- 
eign destination have clearly acted within the letter as wcllaB the intent of the law. 

Some editnrials have argued, however, that United States companies should have 
put the national interest Before their business interest and ceased lilting Iranian 
oil even for foreign destinations. I believe this is a misreading of the role of private 
business in our society. Private companies are not qualified to make national policy 
decisions. Furthermore, if an individual company did so it would likely find that 
some of its competitors were not following its path which could hurt its profitability. 
A consultation with its competitors to shape a common policy may well be consid- 
ered an act of collusion which would of course be illegal. Thus, companies should 
do what is in their best economic interest while the government should set the rules 
under which they operate. 



PREPARED STATEMEPJT OF J. MICHAEL STINSON 

Vice President for Business Development and Resources, Conoco Inc. 
Houston. TX 

Good morning, Chairman D'Amalo and Members of the Committee. Thank you for 
the opportunity to testify before you. My name is Michael Stinson and I am Vice 
President for Business Development and Resources of Conoco Inc. Conoco is an inte- 
grated, international petroleum company based in the United States and head- 
quartered in Houston, Texas. Our annual revenues are approximately $16 billion, 
and we have operations in 24 countries with a payroll of almost 17,000 employees. 

1 will have been with Conoco for 30 years this June, including postings in several 
States, the United Kingdom, and Norway. My current responsibilities include the 
development of new business opportunities around the world and the provision of 
resources, including petroleum exploration and production technology, to our global 
organization. 

Mr. Chairman, most of my testimony today will focus on the recently terminated 
agreement with the National Iranian Oil Company, covering Conoco's development 
of two oil fields located oFT Sirri Island in the Persian Gulf. As the Committee is 
aware, Conoco has for 3 years been involved in the negotiation of this transaction. 
In recent days, the transaction has been the subject of considerable controversy. 
Two days ago, Conoco announced its withdrawal from the transaction in li^t of the 
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announcement or an Executive Order that would prohibit transactions such as the 
Sirri project. 

Throughout the negotiation process, Conoco endeavored to ensure that the Sirri 

finiject would be fully in compliance with U.S. law, and the agreement was entirely 
awrul at the time negotiations were concluded. In addition, Conoco periodically ad- 
vised U.S. Government oflicials in Dubai, Kuwait. London, and Washington of the 
status of its negotiations with NIOC, Aller the conclusion of negotiations on March 
5, the agreement was disclosed in Tehran before Conoco could brief U.S. ofTicials in 
Washington. During those bricflngs, which occurred last week, senior oflicials of the 
United States Government advised Conoco that the proposed agreement was con- 
trary to current United States policy toward Iran and that they would oppose the 
transaction. The President subsequently announced his intention to issue an Execu- 
tive Order to clarify and confirm his policies. Conoco acceded to the I'resident's deci- 
sion and the projeii will not go forward. 

Before addressing the specifics of the Sirri project, I want to put it into regional 
and strategic contexts. The Middle East will supply the world's petroleum needs in 
growing proportions in the long-term future. A strong presence in the region is 
viewed as one of the most strategic business objectives Conoco could pursue. Iran, 



The undeveloped fields. in the Iranian southern offshore area, such as the Sirri 
fields, also olTered a potential gas source to Dubai. This was an important feature 
of the transaction, and the commercial interests of Dubai in the Sirri fields and 
their gas production is worth noting. Dubai is both a neighbor of Iran and an ally 
of the United States. Their interests would have been well-served by the project. 

International competition also played a role in the course of these events, Conoco 
and other American energy companies face intense and highly capable foreign com- 

Eetition. Petroleum technology, which was heavily concentrated in America in the 
tte 1940's and 1950's, is now available from Europe, Asia, and elsewhere. We can 
no longer count on having a competitive advantage based on our national origin or 
our technology, even though it is first-rate. In fact, we increasingly face sophisti- 
cated, well-financed national and private companies lieavily supported by their gov- 
ernments. I will discuss lal«r how heavy the competition was Irom the French com- 
pany, Total. 

One final note should be made in this preamble. Conora pursues a policy of open- 
ness with the U.S. Government, snd with governments in other countries where we 
have operations. We will continue this policy in the future because these dialogues 
produce valuable information for the company and the Government alike. 

The field's that were the subject of the agreement are the Sirri "A" and "E" fields. 
These were discovered in the 1970's and have never been developed. Hydrocarbons 
from two nearby fields, the "C and "D" fields, are currently being produced with 
equipment originally constructed by a French company in the 1970's. The natural 
gas from those fields is currently being flared (i.e., ourned). During a speech in the 
early 1990's, the Petroleum Minister of Iran publicly announced that Iran, in a pol- 
icy reversal, would bepermitting non-Iranian companies to participate in oil and 
gas projects in Iran. The Sirri "A" and "E" fields were mentioned as one specific 
project that might be available for foreign company participation. It is worth noting 
that these fields are relatively small by Middle-East standards. Even if fully devef 
oped, the fields will yield around 3 percent of Iran's OPEC production quota. 

Conoco's interest in the project was heightened because of the location of the Sirri 
fields. (See attached maps.) They arc located within eyesight of existing offshore 
fields in Dubai operated by a Conoco subsidiary. Production in the Dubai fields is 
mature, and Conoco needs new production sources to sustain area operations and 
employment in Dubai over the coming years. In addition, the government of Dubai 
is seeking additional sources of nstural gas to support it,s increasing industrial de- 
mand, and gas production from the Sirri fields is a logical future source because of 
its proximity. 

Although they are owned by Iran, the Sirri fields are actually closer to the Dubai 
shoreline, and our development operation would have been staged out of existing fa- 
cilities in Dubai. Developing the fields would have required minimal activity on Ira- 
nian soil. Our experience with the comparable Dubai fields gave us a high dc^^e 
of confidence that Conoco was the best choice to complete the Sirri project eTTcc- 
tively. Gas from the Sirri fields would have been taken by pipeline to Dubai to sup- 
port its power, cement, and aluminum industries. Alternatively, the gas from the 
Sirri fields could have been injected into Dubai's ofishore oil fields operated by Con- 
oco to stimulate enhanced production of Dubai oil. All of these factors gave Conoco 
a significant commereial incentive to compete for the project. 
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B and negotiations with NIOC continued for 3 years. We kaow 

that at least one foreign competitor, the French oil company Total, also strongly 
competed for the project,. In fact, Conoco was told that French President Mitterrand 
personally telephoned Iranian President Rafaanjani to lobby on behalf of Total. 
Other European and Japanese comoanies also discussed the project with NIOC. If 
Iran wishes to go ahead with development of the Sirri fields, there is no doubt it 
will be able t^ do so. 

Early an the morning of March 5, Conoco and NIOC negotiators reached a final 
agreement, subject to approval by the Boards of Directors of NIOC and Conoco. The 
agreement called for a Conoco subsidiary to drill wells, construct production facili- 
ties, and build a natural gas pipeline to Dubai from the Sirri fields. Vie expected 
that most of this work would have been performed by Conoco itself or by other U.S.- 
owned entities as subcontractors. U.S. entities and employees would have received 
a major portion of the approximately $600 million to be expended by Conoco. The 
agreement stipulated that Conoco was to be repaid its capital expenditures, interest 
on the capital, and a profit with oil for the first 5 years of production from the Sirri 

I want to emphasi/.e that the agreement as concluded was 100 percent consistent 
with applicable U.S. law. Statements by the White House and the State Department 
have acknowledged that the project was legal. As a global energy company, Conoco 
is very familiar with laws and regulations governing transactions with foreign coun- 
tries, and we strived to ensure that this project, like all of our activities, would com- 
ply with these laws. Specifically: No Iranian origin crude oil was to be imported into 
the United States; no credits were to be extended to the Iranian government or to 
NIOC; and Conoco certainly was not to export any sensitive technologies to Iran, 
either under the Sirri agreement or otherwise. Indeed. Conoco believes much of the 
equipment required to complete the Sirri project would have been exported from the 
United Slates under existing law, but it also could have been obtained off-the-shelf 
in Europe and Asia. 

I also want la emphasize that as a company doing business in manv countries, 
Conoco's longstanding practice has been to keep the ILS, Government fully informed 
of its key current and prospective international operations. Even in countries like 
Great Britain and Germany, which arc closely allied with the United States, we al- 
ways keep the U.S. Consulate economics officer or another appropriate official fully 
informed. These consultations serve several purposes. 

First, the Government in some cases has been very helpful to Conoco in over- 
coming foreign government obstacles. For example, several Executive Branch people 
and agencies and the U.S. Embassy in Moscow have been extremely helpful to Con- 
oco as it negotiated and seeks to implement its $400 million Polar Lights project 
in Siberia. Similariy, Conoco consulted extensively with the Department of State 
and the Department of the Treasury in connection with potential offshore explo- 
ration projects in Vietnam durins the time United States sanctions prohibited bind- 
ing agreements between United States companies and Vietnam. Unfortunately, 
most of the major attractive concessions already had been awarded to Asian and Eu- 
ropean companies before United States sanctions were lilted, but Conoco and other 
United States companies were kept informed of the rules that applied to them. 

Second, and more importantly, we are an energy company, not foreign policy ex- 

Certs. We believe that part of being a good corporate citizen is to be sure that the 
'5. Government foreign policy experts are fully and currently informed of projects 
of interest to them. 

Third, because U.S. laws and regulations governing international transactions are 
sometimes ambiguous, and always subject to change, we have found that freqoent 
contact with U.S. officials is the best way to ensure that Conoco is always up to 
date. 

Conoco followed this longstanding practice with respect to the Sirri project. We 
kept U.S. officials informed about the status of our negotiations with NIOC. Those 
discussions began in 1991 and occurred primarily in Dubai. Kuwait, and London. 
Although those discussions at the early stages necessarily were less detailed, it was 
made clear by the end of 1994 that Conoco was one of two finalists, along with 
Total, for the Sirri project and that a definitive agreement could be executed in 



iarly 1995, probably in March. 

We fully expected to be able 
prior to the public announcement of the agreement. Conoco's original expectation 



3 fully expected to be able to provide additional briefings to the Govemm 



s that no announcement would be made for a week to 10 days after the agree- 
ment was reached, which would have provided Conoco further opportunity to inform 
U.S. officials in Washington. The public announcement was made earlier than ex- 
pected, and Conoco representatives, including myself, briefed Administration offi- 
cials at the earliest opportunity, which was the end of last week. These officials ad- 
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vised Conoco that the Sirri project would be inconsistent with current VS. [toUcy 
initiatives, and the White House advised Conoco of the President's intention to issue 
an Executive Order. The agreement by its own terms was not final until the Conoco 
subsidiarv Board of Directors had approved it. In light of the President's decision 
and the Executive Order, the subsidiaty Board will not approve it and the project 
will not go forward. 

lliank you again Mr. Chairman for the opportunity to appear before you. I would 
be happy to answer any questions the Committee Members may have. 
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S.277 



To impose comprefaem 



IN THE SENATE OF THE UNITED STATES 

Janx-abv 25 (legislative day. Janvaby 10), 199S 

. D'AUATO introduced the foUowing bill; whidi was read twice and inferred 

to the Conunitlee on Banking. Housing, and t'rban Affairs 



A BILL 

To impose comprehensive economic sanctions against Iran. 

1 Be it enacted by the Senate and Home of Represenla- 

2 fives of the United States of America in Congress assembUd, 

3 SECTION 1. SHORT TTTLE. 

4 This Act may be cited as the "Comprehensive Iran 

5 Sanctions Act of 1995". 

6 SEC. 2. CONGRESSIONAL FINDINGS. 

7 (a) Iran's Violations of Human Rights. — The 

8 Congress makes the following findings with respect to 

9 Iran's violations of human rights; 

10 U) As cited by the 1991 United Nations S[)e- 

1 1 cial Representative on Human Rights, Amnesty 

12 International, and the United States Department of 
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Stat«, the Government of Iran has conducted assas- 
sinations outside of Iran, such as that of former 
Prime Minister Shahpour Bakhtiar for which the 
Government of France issued arrest warrants for 
several Iranian governmental ofTicials. 

(2) As cited by the 1991 United Nations Spe- 
cial Representative on Human Rights and by Am- 
nesty International, the Government of Iran has 
conducted revolutionary trials which do uol meet 
internationally recognized standards of fairness or 
justice. These trials have included such violations as 
a lack of procedural safeguards, trial times of 5 min- 
utes or less, limited access to defense counsel, forced 
confessions, and summaiy executions. 

(3) As cited by the 19S1 United Nations Spe- 
cial Representative on Human Ri^ts, the Govern- 
ment of Iran systematically represses its Baha'i pop- 
ulation. Persecutions of this small religious commu- 
nity include assassinations, arbitrary arrests, elec- 
toral prohibitions, and denial of applications for doc- 
uments such as passports. 

(4) As cited by tlie 1991 United Nations Spe- 
cial Representative on Human IWglits, the Govern- 
ment of Iran suppresses opposition to its go^-em- 
ment. Political organizations such as the Freedom 
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1 Movement are banned trom parliamentary elections, 

2 have their telephones tapped and their mail opened, 

3 and are systematical^ harassed and intimidaWd. 

4 (5) As cited by the 1991 United Nations Spe- 

5 cial Bepresentative on Human Ri^ts and Amnesty 

6 International, the Government of Iran has failed to 

7 recognize the importance of international human 

8 ri^ts. This includes suppression of Iranian human 

9 rights movements sueh as the Freedom Movement, 

10 lack of cooperation with international human rights 

1 1 or^nizations such as the International Scd Cross, 

12 and an overall apathy toward human ri^ts in gen- 

13 eral. This lack of concern prompted the Special Rep- 

14 resentative to state in his report that Iran had made 

15 "no appreciable progress towards improved compli- 

16 ance with human rights in accordance with the cur- 

17 rent international instruments". 

18 (6) As cited by Amnesty International, the Gov- 

19 emment of Iran continues to torture its political 

20 prisoners. Torture methods include bums, arbitrary 

21 btmvs, severe beatings, and positions inducing pain. 

22 (b) Iran's Acts op International Terrorisji. — 

23 The Congress makes the following fmdings. based on the 

24 records of the Department of State, with respect to Iran's 

25 actsof international terrorism: 
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(1) As cited by the Department of State, the 
Government of Iran was the greatest supporter of 
state terrorism in 1992, supporting over 20 terrorist 
acts, including the bombing of the Israeli Embassy 
in Buenos Aires that killed 29 people. 

(2) As cited by the Department of State, the 
Government of Iran is a sponsor of radical religious 
groups that have used terrorism as a tool. These in- 
clude such groups as Hezballah, HAMAS, the Turk- 
ish Islamic Jihad, and the Popular Front for 
the Liberation of Palestine-General Command 
(PPLP-GC). 

(3) As cited by the Department of State, the 
Government of Iran has resorted to international 
terrorism as a means of obtaining political gain. 
These actions have included not only the assassina- 
tion of former Prime Minister Bakhitiar, but the 
death sentence imposed on Salman Rushdie, and the 
assassination of the leader of the Kurdish Demo- 
cratic Parly of Iran. 

(4) As cited by the Department of State and 
the Vice President's Task Force on Combatting Ter- 
rorism, the Government of Iran lias long been a pro- 
ponent of terrorist actions against the United 
States, beginning wth the takeover of the United 
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1 States Embassy in Tehran in 1979. Iranian support 

2 of extremist groups have led to the following attacks 

3 upon the United States as well: 

4 (A) The ear bomb attack on the United 

5 States Embassy in Beirut killii^ 49 in 1983 by 

6 the Hezbollah. 

7 (B) The ear bomb attack on the United 
3 States Marine Barracks in Beirut killing 241 in 
9 1983bytheHezbaUah. 

10 (C) The assassination of American Univer- 

1 1 sity President in 1984 by the Hezballah. 

12 (D) The kidnapping of all American hos- 

13 tages in Lebanon from 1984^1986 by the 

14 Hezballah. 

15 SEC. 3. TBAOE EHBARCa 

16 (a) In Gbxeral. — ^Except as provided in subsection 

17 (c), effective on the date of enactment of this Act, a total 

18 trade embai^ shall be in force between the United States 

19 and Iran. 

20 (b) Covered Tra.\sactions. — As part of such em- 

21 bai^ the following transactions are prohibited: 

22 (1) Any transaction in the currency exchange of 

23 Iran, 

24 (2) The transfer of credit or ptoTnents between, 

25 by, througli, or to any banking institution, to the ex- 
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1 tent that such transfers or payments involve any in- 

2 t«rest of Iran or a national thereof. 

3 (3) The importing from, or exporting to, Iran 

4 of currency or securities. 

5 (4) Any acquisition, holding, withholding, use, 

6 transfer, withdrawal, transportation, importation or 

7 exportation of, or dealing in, or exercising any right, 

8 power, or privilege with respect to, or any tnms- 

9 action involving, any property in which Iran or any 

10 national thereof has any interest; by any person, or 

1 1 with respect to any property, sutrject to the jurisdic- 

12 tion of the United States. 

13 (5) The licensing for export to Iran, or for ex- 

14 port to any other countrj' for reexport to Iran, by 

15 any perw>n subject to the jurisdiction of the United 

16 States of any item or technology controlled under 

17 the Export Administration Act of 1979, the Arms 

18 Export Control Act, or the Atomic Energy Act of 

19 1954. 

20 (6) The importation into the United States of 

21 any good or service which is, in whole or in part, 

22 growji, produced, manufactured, extracted, or proc- 

23 essed in Iran. 

24 (c) ExTiLVTEBBiTORiAi, ApPLiCATiox. — In addition 

25 to the transactions described in subsection (b), the trade 
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t embargo imposed by this Act prohibits any transaction de- 

2 scribed in paragraphs (1) through (4) of that subsection 

3 when engaged in by a United Stat«s national abroad. 

4 (d) ExcepTIONS. — This section shall not apply to 

5 any transaction involving the furnishing, for humanitarian 

6 purposes, of food, clothing, medicine, or medical supplies, 

7 instruments, or equipment to Iran or to any national 

8 thereof. 

9 (e) Penalties. — Any person who violates this sec- 

10 tion or any license, order, or regulation issued under this 

1 1 section shall be sutfject to the same penalties as are appli- 

12 cable under section 206 of the International Emei^ncy 

13 Economic Powers Act (50 U.S.C. 1705) to i-iolations of 

14 licenses, orders, or regulations under that Act. 

15 (f) Application to Existing Law. — This section 

16 shall apply notwithstanding any other provision of law or 

17 international agreement. 

18 SEC. 4. OPPOSITION TO UULTILATERAL ASSISTANCE. 

19 (a) International Financial Institutions. — (1) 

20 The Secretaty of the Treasury shall instruct the United 

21 States e-xecutive director of each international financial in- 

22 stitution described in paragraph (2) to oppose and vote 

23 against any extension of credit or other financial assist- 

24 ance by that institution to Iran. 
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1 (2) The intematiooal financial institutions referred 

2 to in paragraph (1) are the International Bank for Recon- 

3 stniction and Development, the latematJonal Develop- 

4 ment Association, the Asian Development Bank, and the 

5 International Monetary Fund. 

6 (b) United Nations. — It is the sense of the Con- 

7 gress that the United States Permanent Representative to 

8 the United Nations should oppose and vote against the 

9 provision of any assistance by tlie United Nations or any 

10 of its specialized agencies to Iran. 

11 SEC S. WAIVER AUTHORITY. 

12 The provisions of sections 3 and 4 shall not apply 

13 if the President determines and certifies to the appro- 

14 priate congressional committees that Iran — 

15 (1) has substantially improved its adherence to 

16 internationally recognized standards of human 

17 rights; 

18 (2) has ceased its efforts to acquire a nuclear 

19 explosive device; and 

20 (3) has ceased support for acts of international 

21 terrorism. 

22 SEC S. REPORT REQIHRED. 

23 Beginning 60 days after the date of enactment of tliis 

24 Act, and ever;- 90 days thereafter, the Piesident shall sub- 
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1 mit to the appropriate cotigreasional committees a report 

2 describing— 

3 (1) the nuclear and other military capabilities 

4 of Iran; and 

5 (2) the support, if any, provided by Iran for 

6 acts of international terrorism. 

7 SEC. 7. DEFINrnONS. 

8 For purposes of this Act — 

9 (1) the term "act of international terrorism" 

10 means an act— 

1 1 (A) which is violent or dangerous to 

12 human life and that is a violation of the crimi- 

13 nal laiva of the United States or of any State 

14 or that would be a criminal violation if commit- 

15 ted within the jurisdiction of the United States 

16 or any State; and 

17 (B) which appears to be intended — 

18 (i) to intimidate or coerce a cirilian 

19 population; 

20 (ii) to influence the policy of a gox'eni- 

21 ment by intimidation or coercion; or 

22 (iii) to affect the conduct of a ^vem- 

23 ment by nssassi nation or kidnapping. 

24 {•>) tlie term "'appropriate eongressiorml com- 

25 mittees" means the Committee on Foreign Relations 
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10 
of the Senate and the Committee on International 
Relations of the House of Representatives! 

(3) the term "Iran" includes any agent^ or in- 
strumentatity of Iran; 

(4) the term "Unit«d Stat«s" means the several 
States, the District of Columbia, the Commonwealth 
of Puerto Rico, the Commonwealth of the Northern 
Mariana Islands, American Samoa, Guam, the Vir- 
gin Islands, and any other territoiy or possesion of 
the United States; and 

(5) the term "United States national" means — 

(A) a natural person who is a citizen of the 
United States or who owes permanent alle- 
giance to the United States; 

(B) a corporation or other legal entity 
which is oi^anized under the laws of the United 
States, any State or territoiy thereof, or the 
District of Columbia, if natural persons who are 
nationals of the United States oira, directly or 
indirectly, more .than 50 percent of the out- 
standing capital stock or other beneficial inter- 
est in such legal entity and 
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■ (C) any foreign subsidiary of a corporation 
or other legal entity described in subparagraph 
(B). 
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ArAOnnabon la^' 



Si^'SiZ- Senaujf Alfbnse D'Amauj 

£«ui't^ii>-i«-. United Siais Senile 

Kjl^™ WiiBingloo, D.C. 20510 



We commend (be Committee for convemiiB these^hearinp aa Qia Comprebenjive 
Iran Suimoiis Aci of 1993 ant apptcciiie the oppontinin to ngiscr Uk Ana-Delinuiion 
LeaffK'i suppon for Uiii itnponam iahiaQve. tie legiiUiioa's btn on aU U.S. 
commscial lansacDDn] vah Iran idvgnces U.S. dtons to blocli Iran's iggrusivc lod 
incmflUijr fotBTJO policy. 

Reports ^I Conoco, a major Amcnan oiJ coinpany, altered uuo i deveiopment 
coniraci with [ran — woirCi an esnmiied SI bUEioo — imdencored the need lo keep U.S. 
firms ^m $Lb$iitizin^ i rc^uiie that has consisieinlv been ttesi^naied by oiir govcnupent 



p—J. «Mi ■• What follows is in ewcuiive sumtnaty of the Ami-Ddanianon League's report 

B»ui>— ra. dooitnentuig lbs forldwirle bloody trail of murdo- and destrucDOS against Antencans. 

i^pTi^^^ other Westerners, and Jews, by a termnst ^roup siipported. financed, nurtured and 

I^T^^T^n^ coairolled by inn. Under Iran's patronage. Hidulkb coontmates ill acavides vnOi 

ZVi. " Hamas, which maiooins its own 'embassy' in Tehran. Inn's suppon of militant Islamic 

***^''^* leTTonsI groups m the MiddJe East is even alarming in leaders in other Arab nacnns who 

^^^^'^" are working to combat the internal ucunry threats ptised to them by these groups. 

'^ _""~"° The best line of ijeiiease against dns threat is increased intemariooal cooperation to 

1iXX'm!!T~ cQunieT Iran's policy ot e^xirong Che Islamic revolunoQ through support of terrorism. In 

'"iTJmi. '^ regard, we welcome the President's eieeunve order txnnios U.S.-conoacts to 

■ rww.fl develop oil resources in Iran. This legisJation takes this policy a necessary step liirdier 
»wb4^^>-''<WL-Th.f and enhances our credibllitv in urging oiher oanons to deny Iran fiiiaacial assistance or 

^LwTV^KH weapons sales. We cannot e:ipeci our allies to lake a tough stance against Iran while 

u^Tr-T^"- — Anwxan companies are channeling billions of dodars pet yen aao Irsi's econocny. 



Ddvid H. Soassler 
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PREPAHED STATEMENT BY ARTHUR T. DOWNEY 

Vice President, Baker Hughes Incorporated 
ON BEHALF OF THE NATIONAL FOREIGN Trade Council 

I am Arthur T. Downey, Vice President of Baker Hughes Incorporated, a Fortune 
200 Company headquartered in Texas, but I appear today on behair of the National 
Foreign Trade Council. The National Foreign Trade Council is an association of 
more than 500 U.S. companies engaged in international trade and investment. 

We are in union with what we understand la be the basic goals of S. 277: to turn 
Iran from its support for terrorism, from its undermining of the Middle East peace 
process, and from acquiring weapons of mass destruction. These goals are very im- 
portant to the U.S. national interest, and, indeed, they are in the best interests of 
the world community. We share an interest in demonstrating publicly and globally 
U.S. disapproval of Iran's behavior. Certainly, the U.S. business community is not 
the enemy. 

The issue on the table is not the SoaU, but the method— how can the U.S. 
most effeetively achieve these goals? That answer entails avoiding unintended 
consequences, weighing costs and benefits, looking realistically at the world around 
us, and setting priorities. 

The approach taken by S.277 is to impose a broad, unilateral, extraterritorial em- 
bargo on transactions with Iran and with Iranian nationals. We believe that ap- 
proach is misguided, because it will be totally ineffective in achieving the goals, and 
in denying the benefits of trade and investment to Iran. It will also be costly to U.S. 
international competitiveness. It should be recognized that the U.S. already pro- 
hibits the export to Iran of all goods related to U.S. national security, non-prolifera- 
tion or foreign policy ci 



Why is Bucb an embargo ineffective? By virtue of its unilateral nature, the 
rest of the world — -allies and competitors — can, and will, continue to trade with Iran, 
and to supply it with virtually any product or service it currently obtains from the 
United States. Iran's oil will continue to be bought, by non-United States oil compa- 
nies. The economic/commercial impact on Iran of this embargo will last about 14 
minutes. 

Ouer a great many years, the U.S. has tried unilateral embargoes, and the evidence 
is overwhelming that they simply do not work. Indeed, most studies show that the 
coats are greater for the U.S. than for the target country. Remember the grain and 
pipeline embargoes against the Soviet, and many others over the last decades. One 
of the more recent studies of an analogous proposal is the GAO report of last No- 
vember which concluded that a unilateral U.S. embargo on Nigerian oil would have 
"almost no impact." This is in sharp contrast t^ a multilateral embargo, which the 
GAO believed could have a "significant economic effect." 

If there is any doubt on the part of the Committee with respect to the impotence 
of a unilateral embargo, we would urge that the Committee seek an investigation 
by the GAO or any other objective and respected body. (There is, of course, no guar- 
antee that even multilateral economic embargoes will be effective; they were not in 
Haiti or Serbia.) 



Why is extraterritoriality troublesome? S.277 proposes to regulate conduct of 
companies incorporated under the laws of other countries on the grounds that those 
companies are owned or controlled by U.S. companies. The fact is that the rest of 
the world — including our allies and friends— believes that international law does not 
allow the U.S. the right la reach that far. Our closest friends, such as the Canadians 
and British, have enacted laws Ui block any such U.S. attempt. 

Such an attempted thrust by the U.S. would be met with strong resistance by oth- 
erwise friendly and supportive governments. Getting into a fight with our foreign 
friends over sovereignly is not what we need, and will be counterproductive to the 
larger U.S. interests in persuading them to join with us in pressuring Iran to change 
its behavior. The New York Times of March 11 noted correctly that such foreign re- 
sentment could impede cooperation in the vital issue of preventing Iran from devel- 
oping nuclear weapons. 

Therefore, the extraterritorial aspects of the bill not only will be ineffective, but 
counterproductive. 
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with respect to American competitiveness in the world market. The loss of exports 
to Iran is not significant to the overall United States economy, although total Unit- 
ed Ststes-Iran trade last year was around $300 million dollars — and those exports 
supported a lot of good American jobs. 

Beyond Iran, this Bill reaches to regional activities, for example to bar United 
States participation in many projects inoolving some of the countries of the former 
Soviet Union. These are countries looking to the West, and to the U.S. particularly, 
to help them achieve and maintain real independence. Precluding U.S. involvement 
in regional development is myopic and counterproductive to the very policy the bill 
seeks to espouse. 

Most importantly, kowever, a total, unilateral, extraterritorial embargo, as in 
S.277, will make it absolutely certain in the minds of America's foreign customers 
that American companies are simply unreliable suppliers. Eveiy day. foreign compa- 
nies who are potential buyers of U.S. products or services "design in" non-U.S. 
equipment. For example, Airbus moved away from its sole reliance on U.S. engines 
,. , . .. _.,.... ,. ■ ._ .. .__..,._._ _..__:, ...„_...._„.. L_. .L. United 

_ _ „_ _ , _. _ J. Gov- 
ernment had made the U.S. engine companies unreliable suppliers. 

The U.S. Government expects much of U.S. business: create jobs, fund research 
and charities, pay tEtxes, etc. America also expects, demands and needs U.S. compa- 
nies to be competitive on the international scene. {Ironically, the U.S. Government 
olt«n looks to U.S. business to establish commercial ties in foreign countries to 
strengthen U.S. diplomatic relationships.) We are competitive. But, proposals like 
S.277 make that task unnecessarily ^fTicult. If this Bill became law, the only 
people cheering will he our foreign competitors. As a former Secrctaiy of 
State obaerved, "tight switch diplomacy" serves neither diplomacy nor the economic 
health of the United States. 

United States business has lost a mallet in Iraq, because of the broad embargo 
against Irao. But, it is important that vou recognize why no American company 
complains about that embargo despite the costs. In the ease of Iraq, the embargo 
has been effective, but it is not extraterritorial, and the costs are shared multilater- 
ally — by ALL companies. United States and non-United States. All competitors bear 
the same burden, and the U.S. companies are not singled out and branded as unreli- 
able. 



What will happen if S.2T7 ia enacted? The consequences of the enactment of 
this Bill are quite predictable; (a) Iran will have evidence to show to those natkins 
and groups that it seeks to cultivate that the United States, the Great Satan, has 
launched a new phase in its economic warfare with Iran, that the United States is 
alone in its Tight with Iran; (b) at the commercial/economic level, Iran will quickly 
shift its few United States relationships to other countries, suffering no ill effects 
from the embargo; (c) champagne corks will pop at companies att over Europe and 
Japan as they celebrate the forced retreat of American competition; (d) Iran will ap- 
plaud as governments closest to the United States act to block the United States 
attempted control over their companies; and (e) in the longer term, foreign buyers 
will design out U.S. products and services, because U.S. companies are unreliable. 

Thus, this Bill, if enacted, will be no more effective in getting Iran to alter its ac- 
tions than if the Committee's Members were to go on a hunger strike. Worse, it would 
carry broad, long-term costs to American competitiveness. It will not result in isolat- 
ing Iran from the rest of the world, but rather, the United States will isolate itself 
for no real gain. No U.S. interest is served by acting, as a former Secretaiy of State 
has said, with a "sullen unilateralism that bashes our allies." 

What should the U.S. do? There is no simple solution, no magic wand. The right 
course is the hard course: the U-S. GovemTnent must re-double its leadership efforts 
to obtain broad multilateral agreement on the dangerous aspects of Iran's activity, 
and then to insist that America's friends and allies join with us and share the bur- 
den in a multilateral effort. That is the exercise of real leaderahip. Only in that way 
is there any chance of effectively altering Iran's behavior. 

Putting some pressure on others — as Senator McCain has proposed in connection 
with the nuclear reactor arrangement — seems a much wiser and effective course 
than damaging our own competitiveness for no gain. 
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For these reasons, the NPTC urges the Committee to put aside S. 277. 



OUR CONFUSED SIGNALS OVER IRAN 

By Kenneth R. Timmbrman 
The Wall Street Journal, Wednesday, February 15, 1995 

What is the real Clinton policy toward Iran? Secretaiy of State Warren Chris- 
topher has rightly called Iran "an international outlaw," and he has worked behind 
the scenes with United States allies to cut ofT trade and aid to Iran. Yet late last 
year the United States Information Agency scaled back Farsi-lansuage broadcasta 
into Iran by the Voice of America. Even more dramatic and contradictory is a recent 
move by the CIA to cut olT funding for an ocipoaitian radio station baaed in Cairo. 

or late, the radio station has been operated by former Iranian Education Minister 
Manoucher Gandji. In the early 1980's, it was used by the CIA-fiinded mujahedeen 
in Afghanistan. But not long afterwards, the CIA decided to hand it over to Iranian 
exiles linked to the former Shah. By 1986, when Mr. Gandji took over the station, 
the transmitter had fallen into disrepair. Nevertheless, when the station began me- 
dium-wave broadcaats into Iran in December 1993, the ruling mullahs hit the ntof. 

According to Iranian sources, the regime has set up jamming stations around all 
the major cities in western Iran that are within listening distance. Even so, said 
one Iranian, taxi driven will still tune into the station in areas where the jamming 
is ineffeetive and spread the word to others who cannot get within range. Besides 
providing regular programming on human-rights abuses, the rights of women and 
workers, and general news about Iran, the station broadcasts instructions to dis- 
sidents inside Iran that have led to several embarrassing demonstrations at public 
sporting events and to other acts of civil disobedience against the regime. 

A State Department spokesman opined that the broadcasts had been scaled back 
because of the economic squeeze hitting all Government departments. If so, then 
this is poor economy indeed, Mr. Ganqji's medium-wave broadcasts, which were 
hidted on Januaiy 1, 1995, had cost only $15,000 a month. Buried within an overall 
U.S, inUlligence budget estimated at $28 billion a year, the $180,000 devoted to this 
pmject IB small change indeed, especially since the radio bmadcasts nurture opposi- 
tion to B regime that has proven itself thoroughly hostile to the U.S. and to U.S. 
allies throughout the Middle East. 

On the surface, the Clinton policy toward Iran would appear to be an improve- 
ment on previous United States strategies, which sought a balance of power be- 
tween Iran and Iraq. During the 1970's, U.S. interests were best served by offsetting 
radical, pro-Soviet Iraq with the more moderate, pro-United States regime of the 
Shah. During the 198Crs, so the theory went, it was important to shore up Iraq in 
order to thwart the advances of the anti-American Islamic regime in Tehran. Many 
in Europe still believe today that Iraq should be propped up as a shield against 

At the Clinton National Security Council, Anthony Lake and Martin Indyk have 
proposed a different policy, which they called "dual containment." They ar^nie that 
as a result of Iran's defeat in the Iran-Iraq War, and Iraq's defeat in the Persian 
Gulf War, a new balance of power has been achieved in the region at a much lower 
level. This means the U.S. can contain both regimes without playing one againat 
the other. 

Still, containing Iran is not the same as containing Irsq, they areue. White Sad- 
dam Hussein has committed overt acts of aggression requiring a display of United 
States military force, Iran has worked against the interests of the United States and 
its allies in a more subtle and subversive manner. 

Messrs, Lake and Indyk have ennmerated live areas where the United States has 
"serious problems" with Iranian behavior. They are: Iran's pursuit of nuclear weap- 
ons; its support for international terrorism; its buildup of offensive conventional ca- 
pafaUities; its public commitment to undermining the Arab-Israeli peace process; and 
its active subversion of Middle Eastern regimes, including Algeria, Bahrain, Egypt, 
and Lebanon. 

If the litany of Iranian misdeeds is hard to i^ore, the Administration's response 
has been contradictory at best. Instead of seeking to isolate Iran, and to pressure 
United States allies to cut off trade with the mullahs, the United States has allowed 
American companies to flodi to Tehran. In 1993, United States sales to Iran topped 
*""" '"' ' ' ■■ " -gd States fifth among Iran's suppliers {indirect r" 

[her). And while sales from the United States v 
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down last year, the Iranians had been forced to curtail all imports because of pay- 
ment difficulties. 

An even stronger signal has been sent by the Clinton Administration when it 
cornea to oil. Over the past 2 years, United Stat«8 oil companies have become the 
single largest purchasers of Iranian crude oil. Today, United States companies to- 
gemer buy more than 25 percent of Iran's oil, pumping an estimated $4.2 billion 
a year into the sagging Iranian economy. 

The Administration argues it has no authority to curtail these purchases, insofar 
as the United States companies respect the ban against importing Iranian crude di- 
rectly into the United States. (They appear tji be refining most ol the oil in Europe 
before importing It.) But as one oil analyst explained, a U.S. cutoff in oil purchases 
could have a dramatic effect: 'Many oil [buyers] are already locked into tixed-price 
contracts and therefore could not pick up the slack lefl; by vacating U.S. oil compa- 

If the Clinton Administration is serious about changing the behavior of the Ira- 
nian regime, then its actions should match its declared policy intentions. The Ad- 
ministration should seek a total cutoff in trade with Iran, starting with a ban 
against oil purchases here in the United States, as proposed recently in legislation 
introduced by Senator Alfonse D'Amato. Also, instead of scaling back broadcasts into 
Iran, the United States should increase them. The goal ought to be, as Newt Ging- 
rich suggested last week, to help the Iranian people overthrow the clerical dictator- 
ship. 

ly newsletter on strategy and 
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